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When the Ice Breaks 


A NEW attitude to wages cannot be put off much longer. It is 

thirty-three months since the Government steeled itself 
formally to declare the need for stability in personal incomes. The 
policy of restraint still survives the persistent prophecies of its break- 
down. It has become more, not less, effective since devaluation. In 
the first nine months of 1949, 4,714,000 workers got increases in 
wage rates adding altogether £814,100 to industry’s weekly wage 
bill. So far this year increases for 3,235,000 workers have added 
£590,700. When restraint began, the index of weekly wage rates 
had risen by five points in nine months. From March, 1948, to 
September, 1950, it has risen by only another five points. The- 
increase in the twelve months since devaluation is by a single point 
—by one per cent. 


It is not a bad storm that follows every calm. There is still no 
evidence that Britain has to fear a sudden, large inflation of wage 
costs. Most prophecies of a breakdown in the wages policy have 
rested on a misunderstanding of the way it has worked. Trade union 
abstention from demands for more pay has never, in fact, been a 
main part of the policy, and the flood of claims now being made in itself 
makes very little difference. Many unions have made considerable 
claims all along. The restraint is in the way they have been handled. 
Employers and arbitration tribunals have been encouraged by the 
Government’s attitude either to refuse the claims or to grant much 
less than the usual 50 per cent or so of what the unions asked. The 
unions’ restraint—and it is real enough—has been to accept with fairly 
good grace the slowness of the negotiations on their claims and the 
smallness of the results. 


This policy has worked well. Its weakness is that of all government 
by postponement. It requires an increasing effort to produce a con- 
stant result. For some time the administrative apparatus of delay 
for wage claims can make the number of advances granted very small. 
But, as more and more claims accumulate in the pipelines of bargaining 
and arbitration, the number coming out as, at any rate, small advances 
must increase again even though each individual claim is subject to 
as much delay as ever. 

The economy has lately been enjoying the maximum benefits from 
delay. To keep the rise of wages to as little as one per cent again in 
the next twelve months would require more, not the same, effort of 
restraint. In fact the effort is certain to be smaller. There is, how- 


ever, no reason to think that the fresh wage demands will be so force- 
ful as quickly to break down all the habits of postponement established 
by employers and arbitration tribunals—or even the practical caution 
of the union officials themselves. The new claims are important not so 
much for the wage advances which will be granted in 19§1 as for 
their significance in the change of union temper. The long-standing 
claims of the engineers and others will now be pressed more 
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insistently. Prolonged delays and small awards will be 
tolerated much less readily. 


There are perfectly good reasons for this change. It 
is an unreasonable perfectionism to expect more of trade 
union policy than that it should be based on recent 
experience (as distinct from the experience of the 
thirties). And, whatever dangers the close future may 
hold, there is no doubt that in the past twelve months 
British export trade could have stood somewhat higher 
costs and prices with little damage. It could not have 
stood them in 1948, when the wage policy began, but 
while British wages and prices have been kept fairly 
steady the pound has been sharply devalued and the 
world has turned back to boom conditions. There is 
now, temporarily, some lag that Britain can afford to 
make up. 


The new economic psychology allows no alternative. 
Profits (though not, in the main, dividends) have for some 
time now been rising ; the rearmament programme has 
already lengthened most industrial order books. Many 
employers are willing or anxious to bid for more labour. 
Both they and arbitrators must become less resistant to 
wage claims as the feelings grow both that the country 
is again prosperous and that the cost of living has had a 
long time to rise since wages were last settled. What 
is really significant in the wages situation is not that the 
unions have formally dropped restraint but that the 
engineering employers have at length offered their 
workers appreciable rises (though not, as yet, enough to 
satisfy the unions). 


* 


There is no point in trying to stick to what was in its 
nature a temporary expedient. The proper basis for 
government policy is now to assume that over the next 
twelve months most wages will rise. The task is to see 
that this rise does as little harm as possible. This is 
partly a question of quantity. The British payments 
position is not so strong, and certainly will not be so 
strong if the pace of the American boom slackens at all, 
that we can afford a runaway inflation of costs. At this 
stage it would be reasonable to take, say, § per cent as the 
sort of wage advance that can—as an average, not as a 
uniform enactment—be afforded during 1951. More 
than this would be dangerous, and there is no reason why 
it should be more. If they are given a chance the 
administrative delays to wage claims will still combine 
with the usual caution and moderation of the British 
temperament to keep the pace of wage advances 
moderate. What would destroy the chance is encourage- 
ment to inflation from the side of Government policy. If 
the flow of incomes is allowed to expand sharply selling 
will be so easy as to make it for-even the least 
efficient firms in the least important industries to pay 
higher wages. In that case the wage increases will be 
cumulatively large and will do nothing but harm. 
Since devaluation the Government has in effect relied 
on the stickiness of wages in face of rising prices to 
act as the agent of disinflation. With rising wages the 
Government must play the active part itself. Economy 


in Government expenditure becomes more than ever 


essential. 
Psychologically this is one of the easier adjustments of 
7 the wages edie ot alee More difficult will 
_the proper prices. While wages were 
being kept steady there was logic, as well as political 
compulsion, behind the Government’s efforts to cushion 
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the consumer against rising prices. The political pressure 
remains but the economic logic has gone. It is impor. 
tant to distinguish two ways in which rising wages can 
hamper exports. Directly, by raising costs, they make 
British goods dearer. But also indirectly, by swelling the 
pressure of demand in the home market, they draw manv- 
facturers’ efforts away from selling abroad. The export 
trade can stand a moderate increase in costs ; it certainly 
cannot stand, on top of the inevitable switch of some 
engineering products from export to rearmament, a 
further diversion of supplies into civilian consumption 
at home. 


If a cut in export supplies is to be avoided, the extra 
purchasing power of the home market must be absorbed 
—at least in part—by prompt increases of prices accom- 
panying the wage advances. For some goods this will 
happen whatever the Government wishes or does. But 
those will be generally the less essential things. The 
danger is that other prices will lag far behind wages— 
partly through the remaining price controls on essentials 
and more widely by the influence of Government 
exhortation and threats against “ profiteers.” The 
effects can only be dangerously to hamper the export 
effort and to harden the British economy in producing 
less than people want of just those things—such as 
textiles of medium quality at present covered by the 
utility programme—that are most essential to a satis- 
factory standard of living. All this is, of course, in no 
way an argument that inflation is a good thing ; it is that 
if we must have inflation nothing but harm can come 
from trying to confine it to one section of the economy. 


From ‘this another necessity follows. The price 
increases that higher wages make necessary will bear 
hardiy on the receivers of fixed incomes who have 
already lost more than enough in the past ten years. 
It is an urgent task of social policy at least to offset this 
further burden ; that could best be done by tax reliefs 
on small incomes, though some increase in pensions 
will probably also be necessary—to the further complica- 
tion of the Budget problem. 


A return to free enterprise in wage bargaining has 
one other implication, most difficult of all for the Labour 
party to accept. It can be made to yield advantages on!y 
if the Government lets the rest of the economy respond 
freely ; this is true not only for prices but also for divi- 
dends. The sharpest danger of all is that the Govern- 
ment will be frightened by a reviving wage inflation into 
imposing statutory limitations on dividends. That— 
apart altogether from its monstrous inequity—would 
destroy all possibility of an increase in personal savings. 
By making undistributed profits still mare exclusively 
the one form of saving it would finally stifle the supp'y 
of risk capital for new ventures and solidify investment 


«into established firms and industries. Such an extra 


barrier to progressiveness and efficiency in the British 
economy must be avoided at all costs. 

The return to wage advances will be, above all, a test 
of the Government’s ability to help the economy (0 
regain a little flexibility. Freedom for wages can be 
sound policy in full t only if there is also 
freedom for prices and profits, if it is allowed to encourage 
investment in the industries where its returns will be 
greatest and to attract workers to the jobs where they arc 
most needed. A breath of air all round will do good. 
It is the function of the Government's financial policy 
to see that a little freedom does not degenerate into 4 
universal scramble of steeply rising wages and prices. 
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Collective Defence 


ENERAL MARSHALL has done well to remind 
the western world that the forces at its disposal 
are “ definitely not enough to resist attack without serious 
and critical initial losses.” The success of the collective 
resistance to aggression in Korea has probably bought a 
few months’ respite, but the urgency of the need to build 
up the collective defences of the free nations is as great 
as ever. Looking back, one cannot fail to be impressed 
by the magnitude of what has been achieved—perhaps 
not in actually assembling troops and munitions on the 
defence line, but in clearing away some of the very 
awkward and important political issues that might have 
inhibited all effective action. At the moment, however, 
the further progress of western unity is obstructed by 
the question of how Western Germany is to be treated. 
There is nothing surprising in this, since Germany lies 
at the very centre of most of the international problems 
that perplex the world. It is now quite clear to everyone 
(as it was clear five years ago to anyone with a sense of 
history) that Germany will inevitably, and rapidly, re- 
cover its sovereignty and equality among the nations. 
Is Western Germany to be counted as a member of the 
western alliance or not ? To most people in America and 
in Britain the answer is obvious. There is no such thing 
as a vacuum in international politics, and if Western Ger- 
many is not on one side it will find itself on the other. 
Moreover, the contribution that the Germans could make 
is badly needed. It is to everybody’s interest that the 
defence line of Western Europe should be set on the 
Elbe ; the western powers have given a guarantee that it 
shall be so ; and it is ridiculous to suppose that Germany 
can be defended without the Germans. To the Anglo- 
Saxon mind, this logic is decisive. The Americans, in 
fact, have made it a condition of their own further in- 
volvement that Western Germany shall be recruited into 
the joint effort. 


But the logic goes too fast for the French. They still 
hanker after the doctrine that the Federal Republic of 
Western Germany can be made permanently content 
with the status of a second-class ally of the west, called 
upon to assist, but without a seat in the councils of the 
alliance and without any right to dangerous weapons. 
Until very recently it appeared that no French Govern- 
ment would dare to propose to the Assembly that arms 
should, even in principle, be allowed to the Germans. 
M. Pleven and his es have, in the event, gone 
much further than might have been expected of them. 


They are prepared to swallow the principle: albeit with 
much foreboding they agree that there shall be Germans 
in armed military formations ; and that this is an act of 
great political courage will not be questioned by anybody 
who has tasted the mcod of French public opinion. The 
acceptance of the principle, however, is coupled with a 
number of conditions. There is not to be a German 
army, but only German contingents within a European 
army, and none of these contingents is to be larger than 
a battalion. Moreover, when the French say “a Euro- 
pean army ” they make it clear that they mean it liter- 
ally: there is to be a real pooling of European defences 
under a European Minister of Defence. Pooled defence 
means pooled defence industry ; and it is, therefore, made 
a further condition that Western Germany shall accept 
the Schuman Plan before any further steps are taken. 


* 


The great risk at the moment seems to be that these 
French views should be treated with too much impa- 
tience. Such, at least, appears from the reports from 
Washington to be the American reaction to them. That 
would be a great mistake. For not only do the French 
proposals ‘represent a very real effort of accommodation 
to the American and British points of view, they also 
enshrine some points of real substance and value. 


To say this is not to say that the French conditions are 
all reasonable, or even practicable. On the contrary, there 
are some patent absurdities among them. To limit the 
national contingents in an international army to battalion 
level is to forget the nature of modern warfare. It should 
not be overlooked that any limitation that is imposed on 
the Germans will in the end have to be accepted by the 
other nations, and the best technical opinion is that the 
smallest practical unit is the division. It is also quite 
clear that it would be madness to hold up the formation 
and equipment of defence forces—of any defence forces 
that are available—while the very difficult and complex 
problems of organising an international army, of appoint- 
ing a European Defence Minister and of setting up a 
political organ to provide him with authority and finance, 
were argued out. It may be desirable to have a European 
army ; but it is much more urgent to have an army in 
Europe, and for the next two or three years the one is 
not compatible with the other. 


Nevertheless, even when these reservations have been 
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made, there still remains in the French proposals a t 
deal of the root of the matter. Virtually everybody 
accepts the doctrine that German rearmament can be 
permitted only within the framework of a defence scheme 
organised for Western Europe as a whole; but the 
French are right when they imply that the phrase is 
becoming, on Anglo-Saxon lips, a cliché with very little 
meaning, and insist that it be given some reality. 


One of the great tragedies of postwar Europe is that 
the powerful urge towards unity, which undoubtedly 
exists in the public opinion of every country, not exclud- 
ing Britain, should have been diverted into the attempt to 
secure economic integration. This is to tackle the most 
difficult job first. The nations do not agree about econo- 
mic policy ; what is more, they do not in their hearts 
believe that economic policy must be international or 
nothing—on the contrary, many of them pin their faith 
to the powerful instruments of purely national economic 
planning. This being so, to tackle economic integration 
first is to put the cart before the horse. 


This argument will be familiar to readers of The 
Economist. But the converse is also true: that to con- 
struct organs of unity in the political field, and above all 
in that of defence, is both possible and desirable. Except 
perhaps in the United States, there is no longer any pos- 
sibility of belief in the sufficiency of national defence. 
The expert and the layman are at one in accepting, both 
as an ultimate principle and as an immediate practical 
necessity, the utmost possible unity in defence matters 
between like-minded nations. Proposals to this end are 
not in defiance of the facts, they are pushing against a 
door which is already ajar. 


The French have, therefore, done well to restate the 
challenge to the nations to organise their defence in the 
most collective way they can contrive, knowing—as they 
must do—that collective defence forces require the 
creation of some collective political organ to give them 
their instructions and to establish their responsibilities. 
None of this, after all, is very new. What is needed is 
little more than the re-creation of what existed during 
the war, when there were supreme commanders in the 
field, combined chiefs of staff to determine the strategy, 
combined boards to oversee supply and even, in the 


Controlling 


AST week’s debate in the House of Commons on the 

_nationalised industries made little progress with 
their unsolved problems. “ Nobody will pretend,” the 
chairman of the Fabian Society wrote last year, “ that 
the problems of successful, democratic control of 
industries under public ownership have yet been solved, 
or are even within sight of solution.” Professor Cole’s 
judgment is ehared, one may be sure, by all the sober 
leaders of the Labour Party ; but it was hardly evident 


in the speeches made for the Government last week by 


Mr Morrison and Mr Noel-Baker. 

Parliament was concerned with what the jargon calls 
the “public accountability” of the nationalised indus- 
tries. How can the new giants, monopolies free from 
most of the compulsions of the market, be made to do 
what the country wants—or what it might be supposed 
to want if it thought about it ? 
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riodic conferences of the President and the Prime 

inister, a supreme political instance. 

The citing of the precedents, however, recalls one 
essential point that it is as well to make quite clear. The 
French proposal is for a European army and a European 
Defence Ministry. But, whatever may be true of econo- 
mic matters, Great Britain cannot, in matters of strategy, 
be regarded as a European country. Indeed, strategi- 
cally, there are infinitely more resemblances between the 
positions of Britain and America than between either one 
of the two and that of France or Germany. Britain, like 
America, thinks itself (with some justification) safe from 
actual invasion. Britain, like America, thinks in terms 
of the sea and the air (that is, of an independent air 
force) fully as much as of the land. Britain, like America, 
has world-wide responsibilities. And if Britain is not 
quite so complete an arsenal as America, it is far more 
so than any of the continental countries. If, then, the 
British Government is invited to participate in a scheme 
for purely European defence unity (and it is by no means 
clear that this is at present proposed), the answer must 
be an offer to go just as far as the United States, but 
no further. 


This difficulty, if it be one, could, of course, be com- 
pletely removed if the proposal for unity were trans- 
erred from the European to the world-wide plane. This 
is, indeed, the British interest in the matter. Newspaper 
speculation has cast Mr Shinwell for the role of oppo- 
nent of the French proposals for closer co-ordination. It 
is to be hoped that this is a misapprehension. The t-ue 
role for Britain is that of pressing for the utmost possible 
pooling of all defence matters throughout the whole 
alliance of the free nations, not in any part of it. The 
British Government should promise to go as far as the 
United States will go—and to make this promise not as 
a clever debating way of saying no, but in the real hope 
that America will be wi to go a very long way. 
Indeed, the hope can be a belief: American policy has 
moved so amazingly far in these five years that willing- 
ness to join in an international defence force seems only 
a small step further. Every British effort should be 
directed to ensuring that the step is taken, no matter 
— — of purely national authority may be 
involved. 


the Giants 


In the statutes, the responsibilities of the public 
Se the National Coal Board and the rest, are 
de by little more than vague injunctions to pursue 
“the public interest.” To methods of effective 
public control it is important at least to distinguish two 
broad aspects of the responsibilities. There is, first, 
efficiency: the corporation should provide its products 
or services at the minimum practicable cost. But besides 
this technical requirement there is also the economic 
requirement: in fixing the scale of its operations, how 
much and exactly what things it will produce in what 
proportions, the size of its investment programme, and 
so on, the corporation must assess on some reasonable 
principles the various wants of the community, 
satisfy them as fully as possible. 

The two I ° ° and e Li . are 
closely related in iat see they require entirely 
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different kinds of checking in the public interest. If 
the policies are taken for granted, efficiency in the 
narrower sense is, in theory at least, a matter of objective 
measurement ; it is a question of detecting and elimi- 
nating costs that are unnecessary to the policies. In 
practice probably nothing short of competition between 
public corporations can do this fully ; certainly little 
can be done without more effective decentralisation, 
enabling similar units to be compared, than exists at 
present in coal or transport. But at any rate what is 
being aimed at is a quantitative judgment. The assess- 
ment of policy, on the other hand, is in large part 
necessarily qualitative ; it is a broad judgment of right 
or wrong. The purpose of public control is here not to 
impose objective tests on the corporations but—neces- 
sarily vaguely—to ensure that the policy-makers work 
on sound principles with adequate knowledge. 


Once this distinction is recognised, the inadequacy of 
the Government’s one proposal for reform is patent. 
Mr Morrison suggested that each of the nationalised 
industries should be subjected every seven years to an 
inquiry of the kind made periodically into the affairs 
of the BBC. This may be a useful way of taking stock 
on the broad issues of policy and organisation. But 
plainly the eminent men who serve on such inquiries 
cannot have the expert knowledge or the time to make 
judgments on efficiency ; they can easily be bamboozled 
by the technicians. The measurement of efficiency is 
a lower-grade job, for industrial consultants and cost 
accountants and economists rather than for retired heads 
of colleges, civil servants and trade union officials. And 
to be effective the investigation must be regular. The 
great danger in Mr Morrison’s proposal is that for six 
years out of seven the promise of formal inquiry would 
be used to fob off awkward questions—including those 
which the committee would be incompetent to deal with 
in the seventh year. 


we 


Yet Mr Morrison would have none of any of the 
suggestions for making some check on the efficiency of 
the public corporations. What is required, for the 
corporations collectively, is a watch-dog such as is 
provided for Government departments by the Committee 
of Public Accounts. In essentials the task would be the 
same: to track down unnecessary costs as the Public 
Accounts committee tracks down avoidable waste in 
administration. The speed and the methods of inquiry 
would have to be different. There would be difficulties 
and weaknesses, but in time a useful system of efficiency 
auditing could be developed. It need not inhibit the 
managements of the corporations. What makes Govern- 
ment departments cautious is not the Committee of 
Public Accounts, where the civil servant appears himself, 
but the parliamentary question, through which the 
Minister has continually to answer for the deeds of his 
officials. If Mr Morrison is right in arguing that the 
Corporations’ managers would be made nervous by 
4 committee looking over their shoulders occasionally, 
then they are too tender to show initiative and courage 
in any conditions. 

An efficiency audit in itself involves no progress to- 
wards public control over the policies of the nationalised 
industries. The public corporation, free from day-to- 
day questioning in Parliament, was a prewar invention 
to meet limited needs. Everyone was anxious to keep the 
and Parliament out of broadcasting, and, 
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therefore, willing to delegate almost complete authority 
to the BBC. The affairs of the Central Electricity Board 
and the Forestry Commission were too technical and too 
remote from the ordinary consumer to demand political 
decisions. And the London Passenger Trausport Board, 
for all its size as a business undertaking, was still a local 
concern raising no national issues for Parliament. The 
point about the original public corporations was, in short, 
that almost no public control was wanted. The Govern- 
ment and public opinion were no more interested in their 
affairs—provided they made no grotesque mistakes— 
than is the ordinary shareholder in a private firm, pro- 
vided it pays the customary dividend. The boards of the 
corporations could, therefore, work much as do the 
boards of ordinary companies. 

In the new nationalised industries, and especially coal 
and transport, the case is different. They employ too 
many workers, and as suppliers are too closely in contact 
with the whole country, to be kept out of politics. In prac- 
tice Ministers and their departments play a large part in 
running the nationalised industries. The Ministries of 
Fuel and Power and of Transport still duplicate the 
organisations of the main corporations. The division of 
power depends on personalities and circumstances. The 
Minister of Fuel has so far tended to be the managing 
director of the Coal Board, but electricity has got out of 
his control, while the Minister of Transport is rather 
the chief public relations officer to the British Transport 
Commission. 

The effect in either case is that policy is settled by 
some confused process within what is virtually a single 
organisation. The Minister cannot fulfil his intended 
function of watch-dog for the public ; either he is the 
corporation or he is its apologist. There is no one else 
close enough to the corporation, yet independent of it, 
to see that its policies are not parochial or short-sighted, 
that it does not pursue the interests of its employees at 
the expense of the consumer. 

What such a watch requires is not simply a more criti- 
cal attitude of Ministers to their own creations. Inde- 
pendence will remain impossible while the departments 
are closely concerned in detailed decisions of corpora- 
tion policy. Whitehall’s dealings with each nationalised 
industry should be restricted to a handful of civil ser- 
vants competent to observe the broad directions of policy 
and provide continuously an informed outsider’s point 
of view representing, in some fashion, the national 
interest. Both Parliamentary debates and _ periodic 
inquiries such as Mr Morrison suggested might then 
play a useful additional part. But the first necessity is 
simply to take detailed responsibility from the Govern- 
ment and put it squarely on the shoulders of the giants. 
What they make of it can then be seen. 


Normal working in the London printing trade was 
resumed on Wednesday morning and it has therefore 
been possible to produce this issue of The Economist 
by less extraordinary means than in recent weeks. 


Emergency issues were produced in each of the 
weeks when normal printing was impossible. Every 
direct postal subscriber should have received a copy 
each week, and as many copies as possible were 


supplied to the trade. Subscribers who did not 
receive copies for which they had paid in advance 
would be doing us a service if they would notify us 
(in the case of direct subscribers) or the agent to 
whom the subscription was paid. 


Publication of the Records and Statistics Supplement 
will be resumed next week. 








Xy 


ALR RaeRT NT 


aS 


SH? 
§ ? 


# 





THE ECONOMIST, November 4, 1950 


NOTES OF THE WEEK 


The New Session 


There is one unifying purpose behind the Government’s 
programme for the new session of Parliament: it is simply 
to leave Mr Attlee’s hands free to fight an election whenever 
he sees the best opportunity. The minor proposals for legis- 
lation are all things that can be dropped in a moment almost 
without anyone noticing. They are not merely non-contro- 
versial, as is inevitable ; they lack that mild spirit of useful 
reforming which might be expected from a Labour Govern- 
ment however narrow its Parliamentary majority. In the 
one important matter to be tackled—leasehold reform—the 
object will be temporarily to patch up the law (no doubt at 
the expense of fresh anomalies), not to make a radical change. 
It is sad to see Labour so devoid of any positive ideas that 
are not ruled out because they are too Socialist for an evenly 
divided country. 

The one further measure of nationalisation which the Con- 
servatives would not oppose in principle—for water supplies 
—is left out of the programme because the Labour party 
still cannot agree within itself on the form a new organisation 
should take. The proposal to nationalise the British Sugar 
Corporation must be the outcome of a pretty desperate search 
for some alternative way of keeping the Socialist flying 
without doing any harm. This measure will not affect the 
main part of the sugar industry, refining cane sugar. The 
British Sugar Corporation, refining beet sugar, was set up 
by a Conservative Government ; it has always been dependent 
on subsidy and the Treasury is already its controlling share- 
holder. Nationalisation in this case will disturb nothing. The 
Government’s Bill will be attacked as a ridiculous gesture on 
behalf of a bad principle, as a complete waste of Parliament’s 
time, not because it matters. 


The battle, if there is one, will be on the Government’s 
attempt to make permanent the powers of economic control 
at present exercised under the temporary extensions of war- 
time emergency legislation. The turgid phraseology of this 
proposal—“ powers to regulate production, distribution and 
consumption ”—is obviously intended to make the Labour 
party feel that the old, simple faith in prosperity through the 
state has not entirely gone. But it does not follow that the 
Government is in fact prepared, as many political commen- 
tators have assumed, to challenge the Opposition to pitched 
battle on this issue. No one proposes to strip the executive 
of all the powers it has gained since 1939. When it comes 
to the point the Government may still choose legislation 
limited enough in scope to avoid sharp controversy. And the 
point may in any case be put off for some time yet. The 
mino: legislation can be made to keep Parliament uselessly 
eccupied until April and the Budget ; if the Government does 
decide to challenge the Opposition—and the Lords—with a 
sweeping Controls Bill, it need not do so until the late 
summer. Accidents of sickness among Labour MPs apart, 
an election before next autumn has been made no more 
probable than it was before Parliament reassembled. 


* * * 


Fourth Act in Korea 


Official appreciations of what may happen in Korea 
have been wrong in the past and may well err again ; for 
intelligence must be hard to come by in the present confused 
state of the campaign in the north and with air reconnais- 
sance having to stop short at the Manchurian border. It is, 
a passe pany how serious is the intervention 
of Chinese troops what be of the 
counter-attacks into shbde densa and South cook 
columns have been running. This may be the Communists’ 
‘Ardennes come-back, or it may be only the first stage in 


operations which will frustrate- General MacArthur’ 
declared of getting the battle-worn troops home for 
Christmas. It would be wise to assume that United Nations 
troops in some numbers will be needed on the spot well into 
next year, perhaps even that Korea will become another 
Greece. | 

A more alarmist view of China’s intentions has to be taken 
if some of the recent statements of Peking Radio are to read 
as something more than propaganda. Listeners are told that 
the “flame of aggressive war” has now reached China’s 
door, but that they are not to be afraid, for the atomic bomb 
is nothing but “a paper tiger”—to use Mao Tse-tung’s 
phrase. Indeed, says the Peking commentator, if the Ameri- 
cans used their whole stockpile of atomic bombs only six 
per cent of Chinese cities could be destroyed. He adds the 
assurance that “in a general war” the Americans would 
suffer from far-flung fronts, supply lines of a length “ unpre- 
cedented in history,” and the resistance of the European 
workers. 


The criminal and malicious rubbish about the west’s 
aggressive intentions put out by Communist propaganda has 
lately reached a point where it is a danger to peace. It is 
time that the western governments asked men of intellectual 
standing to prepare a study of what is being said and to 
present it to Uno for publication. 


* x x 


Tibet Invaded 


Chinese Communist troops have entered Tibet “to free 
three million Tibetans from imperialist ession,” which 
no more exists there than it did in South Korea. Before 
these forces crossed the frontier some 500 miles from Lhasa, 
the capital, the Chinese Second Field Army issued a political 
directive instructing its soldiers to complete the “ unification 
of the whole of China ” and—a somewhat tall order—to learn 
the Tibetan language. This invasion began just as Tibetan 
delegates, led by the Finance Minister, Tsepon Shakabpa, 
were on the point of leaving for Peking, having spent several 
months in Delhi trying vainly to negotiate with Com- 
munist China about their country’s position. Tibet’s status 
in international law is vague; while it is normally shown 
on western maps as part of China, the Government of India 
r ised its autonomy over thirty years ago, and the 
Tibetans ejected Chiang Kai-shek’s representatives last year. 
But there can be no doubt that, as extreme and independently- 
minded Buddhists, they do not want Communism. 

Although opposed by negligible military forces, the 
Chinese have to cross a vast and rugged territory which no 
invader has hitherto conquered for long. The reason why 
they have undertaken this winter campaign on the roof of the 
world is, no doubt, that success would help to offset a loss of 
face in Korea and to reinforce the myth of the Communist 
juggernaut in southern and south-east Asia. As its political 
irecti ing i determined to assert itself 
in all territory traditionally regarded as Chinese, whatever 


For Delhi the invasion has been a shock. Mr Nehru, 
the Indian Prime Minister, has lately been courting the 
Chinese Government to an extent which has made him 
blind to their manifest failings and avowed intentions. Now 
he has expressed “ surprise and regitte: and has already come 
down more firmly than previously against the Communist 
bloc at Uno—on the question of re-electing Mr Trygve Lie. 
Tibet has appealed to India for diplomatic help, but there 
ee a ee ee ee ec 
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government to its very borders. With the Chinese sending 
troops into North Korea, equipping and training Viet Minh 
forces in and now campaigning in Tibet, Mr 
Bevin—as well as Mr Nehru—might feel it appropriate to 
think again about policy towards Peking. The rewards of 
appeasement are slow in coming. 


* * * 


Farewell to Kongwa 


The second report* of the Overseas Food Corporation 
will cause no stir. A year ago, the reservations to the audi- 
tors’ report On its first accounts marked the culmination of a 
campaign which, though at times frankly political, was in 
the main designed simply to obtain the truth about the East 
African groundnut scheme. Today the excitement has died 
down. The protagonists, Mr Strachey and Sir Lestie 
Plummer, have gre ; a working party has recommended that 
Kongwa should, in effect, be closed down ; and all that 
remains is to see what can be salvaged. 


The corporation’s report also covers its Queensland scheme. 
It is only fair to point out that this scheme, for producing 
sorghum and raising pigs and cattle, shows some signs of 
being a success, But it is by the £30 million capital spent on 
the groundnut scheme that the corporation will be judged, 
and there is nothing in this second report to encourage hopes 
that it can be redeemed. Kongwa is to become a cattle ranch- 
ing project ; clearing at Urambo is to cease this month—at 
the end of March only 16,000 acres had been cleared there, 
compared with the 90,000 acres aimed at a year ago. As for 
the Southern Province, the fair and smiling land about which 
Mr Strachey once declaimed lyrically in the House of Com- 
mons, the report is extremely cautious. Land is now being 
cleared there “on a highly selective basis ”; the plots cleared 
are, therefore, small and disconnected, which “is producing 
new problems.” Moreover, the new railway built for the 
corporation in the Southern Province, which Mr Strachey 
described as one of the scheme’s assets to be offset against 
the capital expenditure, came to grief in the rains of March 
this year. 

Throughout the report facts are given about the scheme’s 
by-products in colonial development and welfare which shine 
by contrast with its dreary failure to produce groundnuts. 
But unless these by-products—the transport facilities, the 
hospitals and medical service, the new village communities 
and so on—can be maintained they, too, will have to be 
written off. Tanganyika’s other resources may be expanded 
enough for the Government to take these assets over from 
the corporation. But so far the corporation has been as 
unsuccessful in adding to the territory’s wealth as it has in 


relieving the alleged world shortage of fats. 


x * x 


Reprieve for Teachers 


There will be general approval for the recommendations 
of the Burnham Committee that teachers’ salaries should 
be increased by £75 a year for men and by {60 to £68 a 
year for women, that the allowance for a university degree 
should be doubled, and that other improvements in the 
allowances for posts of special responsibility should be 


granted. It is agreed that teachers have been 
underpaid and the service should be able to attract 


better men and women to it. This should not, however, 
blind the public to the cost of the proposals. Some 70 to 
77 per cent of the cost per pupil in schools is attributable 
to the salaries of-teachers and on a rough estimate something 
between £16 and £17 million a year will be spent in increas- 
ing the salaries of the 226,000 teachers in England and 
Wales. This is a large sum at a time when education 
authorities are being pressed to reduce expenditure. 

*His Maiesty’s Stationery Office. 3s. 6d. 
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_ While the all-round increase may be justified, the most 
important and controversial parts of the recommendations 
are those concerned with special allowances. This is a key 
issue. One of the schools’ principal difficulties has been to 
attract and keep in the service teachers of outstanding ability 
and with qualifications which command a high salary else- 
where. They have, for example, since the war found it 
almost impossible to recruit good science graduates, and in 
a number of small grammar schools science departments 
have had to be closed. Hitherto the maximum allowance 
for posts of special responsibility has been £150 a year. 
This ceiling is now abolished and local education authorities 
ras be able to draw _ a “pool” of their own creation 
assessed at 4s. per pupil a year) to pay whatever allowance 
they think a teacher aaah” sites 

The difficulty of this ingenious and far-seei sal 
is that it rests upon individual authorities to decide a 
to make their bonuses for merit many and small or large 
and few. It would be possible for an authority to give the 
handful of their really able sixth form teachers allowances 
suitable, or more nearly suitable, to their qualifications. 
Unfortunately, it is too often a matter of party politics 
whether they will or no. But, given the strength of feeling 
behind the pressure of the National Union of Teachers to 
equalise salaries in grammar and non-grammar schools, the 
Burnham Committee is to be congratulated on finding at 
least a partial solution to the problem of maintaining grammar 
school standards, 


* * * 


Local Government Hunger 


The award to teachers will no doubt be regarded as 
Strengthening other claims for higher salaries. The National 
Association of Local Government Officers announced on 
Tuesday that it was about to press a claim for a 20 per cent 
increase in pay for all its 150,000 workers. Since 1939, the 
pay of local government officers has fallen well behind the 
rising cost of living and the wages of manual workers. 
Whether local government officers have fared worse than 
civil servants or other comparable workers the association 
has not attempted to show in detail. It has been content to 
state that the average earnings of its members have increased 
by only 63 per cent since 1939 (52 per cent in London). 


Compared with other salaried workers, this is not con- 
spicuously bad. It was calculated in The Economist of 
January 21, 1950, that salaries had gone up by 67 per cent 
—but this figure relates not to the average salary but to the 
total of all salaries, and since their number has almost 
certainly grown, the rise in the average salary must be 
much less than 67 per cent between 1938 and 1948. It 
must also be remembered that, in times of full employment, 
Nalgo’s complaint about the shortage of school leavers 
is common to all employers, and that the competition for ~ 
technical staff—for architects, surveyors, planners, dentists 
and doctors—is everywhere acute and the turnover of staff 
rapid. The association does, however, claim that local govern- 
ment is suffering a steady loss of technical and clerical staff 
to better paid work elsewhere. In the case of experienced 
professional staff there is outside corroboratory evidence of 
this. And it cannot but be detrimental to these important 
public services that the best men should leave. Yet it would 
be easier to give whole-hearted support to Nalgo’s case 
if it were not so apparent that the appetite of local govern- 
ment for men is insatiable in spite of a decrease in its 
functions. The national interest requires that local govern- 
ment should employ fewer people more efficiently. 


* * * 


Scapegoat at Bonn 


Dr Adenauer’s dismissal of his military adviser, Count 
Schwerin, is a symptom of the confused state of mind that 
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prevails in Germany concerning all matters of defence. For 
many weeks past Bonn has been the centre of rumours, 
unofficial statements followed by official denials, and constant 
tussles between the Chancellor and the Premiers of the 
Laender for control over the western Bereitschaften, as the 
armed mobile police are now known. Dr Adenauer’s oppo- 
nents quickly spread the news that Count Schwerin, who 
commanded the 116th Panzer division during the war, had 
sent a request to former officers of the division and others 
receiving aid from an ex-servicemen’s welfare organisation, to 
apply for posts in a special guard that Dr Adenauer proposed 
to set up for defence of the Government in Bonn. This 
guard was also to play the role of a Fuehrerreserve and pro- 
vide a cadre of officers for the Bereitschaften, or a future 
German contingent in a European army. This pro- 
posal offended the heads of the Laender. They intend to keep 
even this guard of 400 men decentralised under their control, 
and are so opposed to reconstituting anything in the nature 
of Hitler’s Wehrmacht that they propose to take only men 
of 22 and under into the new police force. 


The latest and worst leakage from Count Schwerin’s office 
was to the effect that the Government was preparing a con- 
scription law. A categorical official denial has not removed 
the public’s uneasy and irritated feeling that matters vitally 
concerning them are being arranged in secret by the Chan- 
cellor, his military adviser and Allied generals. The sacrifice 
of Count Schwerin will hardly improve the situation. On the 
contrary, it is likely to make matters worse. 


Count Schwerin, who was associated with the July 2oth 
plot, was not acceptable to the Bruederschaft, the organisa- 
tion of generals which is busying itself independently with 
questions of a revived Wehrmacht. Dr Adenauer, who is 
determined to keep policy in his own hands, and refuses to 
be linked with any aspirants to a revived High Command, 
does not intend to appoint another military man in the place 
of the indiscreet but otherwise innocuous Count. Dr Blank, 
who looks after arrangements for Allied reinforcements in 
Germany, will take over his office. The episode should show 
the Chancellor the importance of taking the German public 
more into the confidence of the Government. 


* * * 


Germans Prefer Freedom 


Dr Erhard, the Federal Minister of Economics in 
Western Germany, will do all in his power to preserve his 
country from a return to the system of quotas and controls 
which failed so lamentably in the early postwar years. 
Faced with the exhaustion of Germany’s initial credit in 
the EPU (which is discussed on page 705), and American 
pressure to impose controls equal to those which the United 
States has adopted as part of the defence programme, 
Germany’s apostle of free market economy is determined that 
the state shall directly interfere as little as possible. Volun- 
tary steps by industrial organisations and fiscal measures will, 
it is hoped, proved sufficient to deal with shortages, 


The steps taken recently to master Germany’s foreign 
exchange crisis—notably the raising of the bank rate—repre- 
sent an alternative to abandoning liberalised trade. The 
American authorities, who are sometimes curiously hasty, 
had proposed that outstanding licences for foreign exchange 
should be cancelled for review, regardless of the fact that 
such action would have involved breaches of contract with 
Germany’s customers. Dr Erhard may well be proved right, 
as he has been on past occasions when the Occupation Powers 
tried to induce him to adopt controls which work more or 
less satisfactorily only in more stable societies. The plain 
fact is that Germans are easily panic en. If saw 
around them symptoms reminiscent of the days before 
currency reform they would interpret them as omens of 
returning inflation ; and to Germans inflation means 
money. 
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Blame for the EPU Crisis 


The Bonn Government is not unjustified when it main. 
tains that the EPU crisis has been exaggerated and will right 
itself in a few months, with some further credit and the 
action taken already by the Bank Deutscher . Even 
now, it is said, the position has been stabilised, and half 
of the $400 million of debts due to German exporters has 
been recovered. Exporters had been giving much too lenient 
credit terms in order to capture markets. There is also little 
doubt that German traders have been gambling on a revalu- 
ation of sterling and, in any case, on a devaluation of the 
mark. Payments have been made in advance of due date, 
and outstanding debts have been left uncollected. Exporters, 
it is suspected, have also been falsifying invoices with the 
object of depositing nest eggs abroad. It is evident, too, that 
the German consumer is not benefiting from the record 
imports revealed by the statistics. Some goods are being 
hoarded once again, and others are being channelled to third 
countries. 


The central bank, by imposing stiffer terms for foreign 
exchange and credit, hopes to squeeze out of business the 
innumerable men of straw who apply for import allocations. 
It is doubtful, however, whether the new regulations will not 
hit the bona fide firms more than the upstarts, whose cash is 
usually plentiful. 


Though Dr Erhard has been badly served by his trading 
community, he has some justified complaints to make against 
Germany’s partners in EPU. The Federal Republic should 
have been granted an initial credit of over §00 million units, 
instead of only 320 million, in view of the very great increase 
in its trade since 1949. Exports in the first half of 1950 
were 47 per\cent higher than in the previous six months, and 
about 75 per cent of the total now goes to OEEC countries. 
Production also continues to rise and is now 21 per cent 
higher than in 1936. Furthermore, Britain was very late in 
liberalising its trade with Germany, and France has not done 
so yet. Almost the whole of Germany’s deficit in EPU is 
with these two countries. 

It might be said that the large purchases of raw materials 
which Germany made after Korea constituted a wise hedge, 
since it was almost certain that the goods would soon be 
worth more than the money that bought them. But the 
incontrovertible fact remains that Germany, whether it was 
hedging or gambling, it was done with other people's 
money. 


* * * 


The Encroaching Corporations 


The action of the Road Haulage Executive in withdraw- 
ing the permits of several thousand road hauliers to operate 
outside the twenty-five mile radius, and that of British 
European Airways in squeezing out the aif charter firms from 
the Channel Islands trade, raise afresh the awkward question 
of the proper delimitation of monopoly powers. 


For two types of opinion no question really arises. When 
the dogmatic old-style Socialist sees a most desirable thinning 


‘ out of the “ miasma of private enterprise ” hampering the 


national industries, the dogmatic individualist sees 4 
gratuitous attack on freedom and, moreover, a confession of 
inability to compete in a fair field against the superior 

iency of private business. The real issue is less simple. 
It was not, after all, doctrinaire socialism which drove 
the “pirate” buses off the London streets, nor a Socialist 
creed which dictated, over the course of more than a century, 
the grant of monopoly rights to public utilities. It is indeed 
arguable, in the rarefied theoretical atmosphere of pure 
economics, that the only justification for monopoly is the 
kind of massive physical indivisibility represented by @ 


municipal waterworks ; in practice, no one would bring b 
the “pirate” bus. The balance of social loss or gain—loss 


from the lessening of flexibility and initiative, gain from co 
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ordination and the more rational distribution of overheads— 
when a scatter of competitive enterprises is absorbed into, 
or replaced by, a single organisation whether private or 
public, is a matter to be decided not @ priori but on the facts 
of each case. 

More unsatisfactory than any particular encroachment of 
public monopoly on private business in the same field is the 
absence of any impartial body to decide whether the facts do 
or do not justify it. The corporations are judges in their 
own cause. ir executives must be almost superhuman 
if they can wholly avoid being biased by mere administrative 
convenience, irritation at invidious and perhaps unjustified 
comparisons, and the itch of empire building—considerations 
which, to put it mildly, are out of place in deciding the 
proper composition of a mixed economy, 


* *® * 


G.B.S. 


. Mgr Bernard Shaw is—one can hardly bring oneself to 
write was—about the last person to appreciate the smoothly 
laudatory phrases of a conventional obituary paragraph. A 
great man, a man diversely and magnificently gifted and 
diversely and infuriatingly deficient, a major and unmis- 
takably salutary influence on the thought, opinion and percep- 
tiveness of three generations ; a “ swallower of formulas,” a 
crank, a crusader, and a supreme master of English prose, 
of polemic and of stagecraft; an impish devil’s advocate 
constantly — readers and auditors to re-examine the 
bases of their beliefs or complacencies ; he was the sort of 
unique, splendid and slightly absurd eccentric, for whom, in 
a society shaped as he endeavoured to shape it, there would 
be very little room. 


He lived to see many of his heresies and paradoxes become 
commonplaces and platitudes, and it is perhaps to his un- 
willingness to relinquish the congenial role of arch heretic 
and gleeful iconoclast that one must attribute the less attrac- 
tive intellectual antics of his last decades—the flirtings with 
successive totalitarianisms, the uncharacteristic reverence for 
brute force, as well as the engaging minor sillinesses with 
which he enlivened the correspondence columns of the press. 
Yet if he was an intellectual exhibitionist, deliberately wrong- 
headed, perverse, intemperate in denunciation or in praise, 
he was never ungenerous ; he was never dull, he never bore 
malice, and he never struck an underhand blow. No one 
could have found his ideas and ideals more incomprehensibly 
abhorrent or fought him on platform or paper with more 
conviction and zeal than did G. K. Chesterton. Yet Chester- 
ton—than whom few were better haters where hatred 
was called for—always felt the warmest affection for him and 
saluted him, at the last, as a chivalrous adversary. Time will 
burnish Shaw’s reputation ; if prophecy may be hazarded, he 
will be remembered neither as an exasperating Eulenspiegel 
hor as an advance sample of the Superman, but, as he 
delineated himself in the “ Adventures ” of his Black Girl, as 
the redheaded Irishman “ digging, productively and with 
inexhaustible zest, in the garden of Voltaire.” 


x * * 


Tainting the Secretary-General 


One unfortunate outcome of the quarrel over extending 
Mr Trygve Lie’s term as Secretary-General has been to taint 
an office that should be above politics with the nasty flavour 
ge = war. The fault is not Mr Lie’ It lay, in the 

squarely on the Russians. sequently 
Americans, by a tactless speech of their representative, also 
Sr tecatnemucives in the class of voter who uses the veto 

any nominee but his own. ie becomes, to 
embarrassment, the west’s man and is reviled by Pravda— 
quite unjustly—as the “ Salesman-General of Wall Street.” 
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The appointment of the Secretary-General lies with the 
Assembly, on the Security Council’s nomination. The - 
Charter fixes no term for it, but Mr Lie, on appointment in 
1946, was placed in office for five years and his term expires 
next February. When the Security Council considered the 
succession, Jugoslavia proposed that Mr Lie should carry 
on, and was supported by eight further votes. The Russians 
vetoed the proposal, and their distaste for Mr Lie is said 
by Mr Malik to be due to his “quarrel with Stalin” over 
the details of the 20 point peace proposal which he took 
to Moscow in the spring. But the real reason for it—officially 
denied, but at one point implied and blurted out by Mr 
Vyshinsky—is his use on June 25th of his powers under 
Article 99 of the Charter to address the Security Council on 
its “ plain duty” to stop the Korean aggression. 


The Russians therefore proposed a rival candidate, a Pole, 
who got no votes except theirs. There followed some days 
of confusion during which other names were submitted. In 
view of the overwhelming vote earlier given for Mr Lie, to 
accept one of these nominations would amount to penalisi 
a man who had merely done his duty. Thinking to stop the 
muddle, Mr Warren Austin of the United States, in the heat 
of a maddening debate, rapped out his mistaken threat to 
“thwart the Soviet veto by every means in his power ”—to 
meet veto with veto. The Russians replied that they would 
not recognise the validity of Mr Lie’s re-election ; so by ten 
votes to one the Council divested its agenda of the deadlock 
and passed the deadlock to the Assembly, which has now 
prolonged his appointment for three years. 


The risk of non-recognition by the Russians is worth 
taking, for to bow to their objections would have grave 
implications. It would discourage any international official 
from doing his duty in an independent spirit. 
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Liberalisation Marks Time 


It is now over a year since the Marshall Plan countries, 
acting through the Organisation for European Economic Co- 
operation, embarked on a process of trade “ liberalisation ”— 
by which they meant something a good deal less than free 
trade. The intention was to withdraw in progressive steps 
quantitative import restrictions on that part of intra-European 
trade in the hands of private enterprise. It was argued that, 
as exports and imports moved into balance, quota controls 
would no longer be needed for the purpose of safeguarding 
each country’s foreign exchange reserves.. By the autumn of 
this year 60 per cent of trade on private account had been 
“ liberalised.” 

When the OEEC ministers met in Paris last week it was 
found that the next stage—to 75 per cent—was the toughest 
so far attempted. Because of the present weakness and fears 
of various member countries, the ministers ended their dis- 
cussions with a recommendation instead of a decision. 
Participants were “urged” but not “obliged” to aim at 
an additional 15 per cent by February 1, 1951. 

Perhaps the greatest obstacle to lifting more restrictions 
was the trade deficit of Western Germany. Unless this is 
speedily righted by other means, the German authorities 
may be compelled to reimpose some of the quota restrictioas 
already abandoned ; further liberalisation would be out of 
the question. Among the most vocal critics of the 75 per 
cent target was the group made up of Holland, Denmark 
and Turkey. They argued that because such a large pro- 
portion of their trade was carried on with Western Germany 
they would have to mark time until Bonn clarified its trade 
policy. This group was given an extra three months’ grace 
beyond the February deadline before committing itself. 

A second dissentient voice was that of France. The 
French delegation complained that their country was particu- 
larly dependent on raw materials and that, so long as there 
was no satisfactory international scheme of allocating them, 
France would reserve its position on further liberalisation. 
The logic of this argument is difficult to grasp ; the cynical 
but perhaps reasonable interpretation is that France is deter- 
mined to hold fast to all bargaining counters until concessions 
on the question of raw materials are made. This issue has 
in recent months an obsession with the Quai d’Orsay. 
Finally, there were protests from low tariff countries which 
maintain that the high-tariff policy of such countries as 
France is making nonsense of the trade liberalisation pro- 
gramme. Low-tariff nations were granted the right to ignore 
the latest OEEC recommendation if the ITO Conference at 
Torquay fails to reduce international tariffs. 


All in all, it looks as if the prospects for further liberalisa- 
tion of European trade are pretty dim. 


* * * 


Plain Speaking to Spendthrifts 

The Filipinos have had their clamorous wish fulfilled 
with the publication last weekend of the Bell Report on the 
Philippine economy. The report is by far the most searching 
and forthright approach yet made by the United State 
the problem of how aid to Pec countries can 
made to do the job for which it is int . This is the first 
tume that American aid has at the outset been so i 
cusly tied to strict American supervision. It has 
come as the culmination of a series of disillusioning i 
coon ats Caples a non pao een 
Philippines themselves. 

Since the end of the war the Filipinos have received in 
various forms some $2 billion from the American Govern- 
ment but have nevertheless managed to bring themselves to a 
state of near bankru and social demoralisation. Last 
year, in response to ippine pleas for still more aid, 
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Washington insisted on the dispatch of an all-American fact. 
shing an ; Reluctantly President Quirino gave way. 
The tides headed by Mr Bell, former under secretary of 
the US Treasury, was sent to Manila in July and completed 
its labours within two months. 


Sheer incompetence and lack of initiative, the Bell report 
suggests, are more important reasons for the plight of the 
country than graft and corruption. The failure of the Philip- 
pine Government has been its inability or unwillingness to 
tackle the basic economic problem—“ inefficient production 
and very low incomes.” As a result there is an alarming and 
steadily widening gap between production and needs, wages 
and prices, and between expenditure and taxes, 
The report says trenchantly that: —- 

Because of the deteriorating economic situation there js 

a widespread feeling of disillusion. Most agricultural and 

industrial workers have no faith that their economic position 

can or will be improved. Business men fear a collapse of 
the peso. 
This is the kind of situation, the report warns Manila, on 
which the Communist-led Hukbalahap movement will thrive. 

The mission recommends that the United States provide 
$250 million over a five-year period, but only on condition 
that this assistance is continually “supervised and con- 
trolled” by an American technical mission and that the 
Philippines carry out a number of far-reaching reforms. 
These include redistribution of land, a more equitable and 
efficient tax structure, diversification of the economy, reform 
of the Civil Service, organisation of free trade unions, and a 
stiff import tax on non-essential goods. 


This experiment in plain speaking will be watched with 
deep interest wherever the future economic relations of the 
western lender and the Asian borrower are being thought 
about. Its launching has not been auspicious. Washington's 
first reaction was a decision to withhold publication— 
presumably for fear of offending a proud and newly inde- 
pendent people—and it relented only when rumours of the 
radical nature of the document penetrated to the Philippines. 
There it caused a hubbub and provoked from one of 
President Quirino’s underlings the statement that, in matters 
of corruption, Filipinos are “ pikers” as compared to their 
American mentors. 


& ® * 


Israel Rounds a Corner 


There is a direct connection between the sudden solv- 
tion, last Sunday, of the cabinet crisis in Israel and the 
simultaneous meeting, in Washington, of a national planning 
conference of American Jewish organisations “for Israel 
and Jewish rehabilitation.” For some days before this met, 
the wires to Tel Aviv were humming with its advice, the g)st 
of which was: “We American Jews cannot launch our 
campaign to raise $1,000 million until you produce stable 
political conditions at your end.” . 

Israel had been without a cabinet for three weeks. Its old 
government, of which Mr Ben Gurion’s Labour parly 
(Mapam) was the chief component, had for the last two years 
been able to execute its policy of planned economy thanks to 
the support of groups to its right. Of these the least depend- 

i igi which contains 


also expounds economic 
doctrines ; it stands for the little man and more freedom for 
his enterprises. Last month the worsening balance of pay- 
i further eae 

tions, and it has always been bad at explaining these to 
Secnaned Seen fe emcee o cge ie howe 
in . . to enrage c. 
There followed much murmuring at Mr Ben Gurion’ 
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Doubloons or Dollars 


“Tt was a long, difficult business, for the coins 
were of all countries and sizes—doubloons and 
louis-d’ors, and guineas, and pieces of eight’. 


‘TREASURE ISLAND’ by Robert Louis Stevenson 


The old Buccaneer’s chest presented quite a 
problem to so honest a woman as Jim Hawkins’ 
mother. How could she extract the oxact 
amount owing to her from among this jumble of 
coins from foreign countries? This problem of 
exchanging many different foreign currencies 
into sterling often confronts the modern 
business man. 7 

Foreign exchange is no mystery to the highly 
trained staff of the Midland Bank, whose 


friendly assistance is always at your disposal. 


MIDLAND BANK LIMITED 
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The world’s finese 
Alarm! Fully automatic; no 
winding of clock or alarm 
mechanism! When knob on 
topof case is depressed to stop 
Alarm, it risesagain on release 
automatically resetting alarm 
for the following morning. To 
cut out alarm you press knob 
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Smiths recognised Stockists 
69/6 incl. PT. 
a Smiths Handwound Alarm from the beautiful range available. 


and twist slightly. Available 
everywhere. 
AUTOLARM (non-luminous) 
Fully Automatic ALARMS 
SMITHS ENGLISH CLOCKS LTD., The Clock & Watch Division of $. Smith & Sons (England) Led 


in charming pastel shades at 
Sea AUTOCAL (luminous) 
59/6 incl. P.T. 
* If you do not enjoy the advantages of A.C. Mains, be sure to get 
SAVE TIME....SAVE MONE Yoeeee 












INCREASE ACCOUNTING 
EFFICIENCY WITH THE 


All new— 
Low price 


UNDERWOOD SUNDSTRAND 
AUTOMATIC PORTABLE 
ACCOUNTING MACHINE 


Small... compact... portable ...a 
Single Register Accounting Machine, 
equipped with 12-Key Keyboard and 13” or 
18” Dual Feed Carriage. Operation is 
reduced to utmost simplicity so that the 
operator can concentrate on the correct 
transcription of figures. 

For all accounting requirements: Sales 
and Purchase Ledgers, Stores Accounts, 
Cost Records, Payroll and P.A.Y.E. 
Records, Public Utility Billing etc., with — 
UNDERWOOD - ELLIOTT FISHER - SUNDSTRAND 
MECHANTSED $:¥S:T-EMS Speed the Woldi Business 
UNDERWOOD ELLIOTT FISHER LTD., 412 NEW OXFORD STREET, LONDON, 


W.C.1. TEL. CHA 313!. Factories : Hollingbury Industrial Estate, Brighton, Sussex. 
SALES AND SERVICE EVERYWHERE 


Accounting 
Control 


AUTOMATIC BALANCING 
AND LINE BY LINE PROOF 
OF ACCURACY. Let us prove 
the advantage of this machine in 
your own business. 
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incidence of responsibility as between ministers by creating a 
new ministry—that of trade and industry—Mizrachi, taking 
advantage of the general discontent, claimed the portfolio. 
He refused them this, and losing their support, was obliged 
to resign. Deadlock followed. A general election seemed 
inevitable until the wires from Washington grew busy. 


Their influence magically produced a compromise in which 
what is virtually the o!d coalition resumes office. Part of the 
United Religious Front, proclaiming that certain religious 
demands have been met, has agreed to serve ; some, but not 
all, Mizrachi supporters have split from the front on the issue. 
Mr Ben Gurion’s cabinet is therefore much as he originally 
wanted it. The new minister of trade and commerce, Mr 
Jaacov Geri (better known to the business world under his 
former name of Jack Gering) is a non-party man who is likely 
to be a staunch supporter of Mr Ben Gurion personally. 
The prime minister’s position and repute are strengthened 
by all that has occurred. He has chiefly to thank Washington 
for the advantage gained. 


* * * 


Church and Communists in Poland 


The bitter struggle between church and state in Poland 
is flaring up once again. Few, indeed, can have hoped that 
the concordat signed last April between representatives of 
the Government and the Polish bishops, which was never 
accepted by the Vatican, would do more than gloss over 
temporarily the deep and irreconcilable differences which 
divide the Communist Government and the Roman Catholic 
Church in Poland. The Government’s latest, widely 
publicised, outburst is directed particularly against the failure 
of the Episcopate to set up a permanent church organisation 
in the western territories in place of the present provisional 
arrangements. The Polish Government, which has recently 
obtained a formal renunciation of these lands from the 
Government of eastern Germany, is naturally anxious that 
nothing shall impede their complete integration with the rest 
of Poland ; and it has announced its refusal to tolerate any 
longer their unsettled ecclesiastical administration. The 
Polish bishops, for their part, have always maintained—as in 
loyalty to the Vatican they were bound to do—that the matter 
was outside their competence and must be settled by the 
Vatican. The Government says that they can no longer thus 
“ shelter behind the pretext of formal considerations.” 


The Polish Government may hope that its fulminations 
against the bishops’ attitude to the organisation of the church 
in the western territories may divert attention from the far 
more fundamental issues at stake in its struggle with the 
church. After a meeting of bishops early in September, the 
Primate Archbishop, Stefan Wyszynski, and Cardinal Sapieha 
addressed a “ statement of grievances” to President Bierut. 
It reveals such a state of affairs that it is hardly surprising 
that it has been hushed up by the government-controlled 
press and radio. Large numbers of priests are under sur- 
veillance, have been imprisoned without trial or have been 
sentenced to penal servitude ; more than 500 priests have 
been dismissed from teaching posts because they refused to 
sign the Stockholm “ peace appeal”; the training of new 
priests is jeopardised by the closing down of seminaries, and 
the religious teaching of Polish children is gravely threatened 
by the handing over of more than a thousand schools to the 
“Children’s Friends Association,” which excludes all 
religious teaching from ‘the schools under its control. 


* * x 


The Way it Works 


The price of pork sausages is going up from 1s. 6d. to 
1s. 103d. per lb. The young and innocent might therefore 
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suppose that the offal constituent of the cost of living j 
would be increased by 25 per cent. But the proportion 
pork meat in the standard or Government sausage is being 
raised from 50 per cent to 65 per cent at the same time ; 
the price is . with a sound arithmetic.) 
background would therefore seem justified in taking the more 
cautious view that the offal constituent of the cost of living 
will be going down rather than up. The sausage as such j; 
obviously an unsatisfactory unit ; it must be presumed to be 
bought for its “ standard pork content,” and in terms of thi: 
unit the cost of sausages will now fall by 4 per cent. The 
cost of living is therefore clearly on its way down. 


Only the expert is likely to spot the real answer, though 
fundamentally it is very simple and obviously conforms to 
common sense. Everyone knows that the sausage we are 
getting now is a Bad Sausage: but we have the authority of 
the Minister of Food himself for the statement that the 
sausage with 65 per cent of pork in it is a Prewar Sausage. 
Anyone who gives a little thought to the matter, even though 
he may. not be the true Connoisseur du Saucisson of whom 
the gentleman from Whitehall is the perfect embodiment, will 
readily agree that the Good Sausage is at least twice as good 
as a Bad Sausage. The measurement must clearly be in terms 
of “Standard Sausage Satisfaction”; who, therefore, can 
doubt that by correct methods of ‘computation the price of 
sausages will now fall from 1s. 6d. per unit to 11}d—a 
reduction of 374 per cent in the offal constituent of the cost 
of living index ? 

There is a slight difficulty still to be overcome. By any 
of the above standards, beef sausages are going to increase in 
price by 63 per cent. But everyone knows that no true 
Englishman will touch a beef sausage when good pork 
sausages are available. If by some oversight the now obso- 
lescent beef sausage still figures in the cost of living index. 
one may safely presume that the gentleman from Whitehall 
will follow the dictates of common sense and have it deleted. 
Or better, he will have it replaced by its money equivalent 
in pork sausages. Since the cost of these is now going down, 
it will then give an additional fillip to the downward move- 
ment in the cost of living. No wonder Mr Webb is quoted 


as saying that he is “fascinated by the problem of the 
sausage.” 























The Alarm of War 


Public writers, we think, do not pay sufficient attention 
to the prevalent habits and sentiments, to what we may 
call the framework of the mind of Europe, in contra- 
distinction to the ornament and frippery of words. . . . 
Princes and their armies form numerically but a small 
portion of the whole people, and it is a great mistake 10 
put them for the whole. Nor is it a less mistake 10 
conclude, because war has been, that it will ever be, the 
pastime of nations. When clubs were the only weapons, 
and each individual handled a club, every man was 4 
warrior. . . . As an ever-increasing portion of socicly 
ceased to be clubmen, as the part devoted to the art of 
war became less, so the character of nations changed 
and is still changing; and though they formerly carried 
on war for pleasure, they no longer do so, nor will they do 
so hereafter. In Germany a few noisy students and 
journalists, fresh from the Universities, clamour about 
war; in France a few military men by profession and 
their abettors and followers talk big ; but in either countly 
these compose only the smallest part of the nation, while 
the bulk of our community look with pity or contempt on 
the exciters of strife. 


Che Econemist 


November 2, 1850 
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IS your manager ” a man away from his 
desk might, to all in- 
tents and purposes, be miles away. People must leave their desks 
in the course of their work, and things should be so organised that 
when they do they can be located instantly when wanted. 
Through T.R. Staff Location, you can be speaking to your man 


in a matter of seconds, no matter where in the premises he may be. 
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tell you that most customers decide what 
mx brand they want before they come in the shop. 
Help him to sell your products, therefore, by 
telling the maximum number ot people about 
them. On this point it’s worth remembering 
that the Daily Mirror has the largest daily 
net sale in the world—over 4,566,000—and a 
lower space rate than any other national daily 


—under one penny per inch per thousand. 
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Letters to the Editor 


German Vicars of Bray 


Sir—In your columns of September 
23rd, under the heading “German 
Vicars of Bray,” you described the atti- 
tude of the Evangelical Church in terms 
which can only be misleading. It is 
certainly true that the Communists claim 
“increasing support from Protestant 
pastors”; it is part of their campaign 
against the official church to do so. You 
imply that you believe their claims. 
Reliable reports from the Russian zone, 
however, indicate that the majority of 
clergy are firmly united behind Bishop 
Dibelius, and that attempts to draw them 
into the National Front have failed. The 
Communist “puppet” National Front 
pastors are a mere handful, none of them 
a man of any significance, and attempts 
to gather pastors in political assemblies 
have not succeeded in winning the sup- 
port of more than § per cent of the 
clergy. 


The resolution on rearmament, to 
which you refer, was issued at Essen, 
not Duesseldorf. The full text of the 
statement contained approval of a police 
force for the purpose of maintaining 
internal law and order. At the same 
meeting Dr Heinemann said that, while 
he was not in favour of the military 


rearmament of Germany at present, he 
knew that it was his duty to work for 
a strong police force. Such a police 
force (not one “to match the Volk- 
polizei”) is, as far as I know, all that 
has been mentioned in recent discussions 
by either Dr Adenauer or by the Allies. 
The immediate point at issue in the con- 
flict between Dr Adenauer and Dr 
Heinemann was, according to the official 
statement issued at the time by the 
Ministry of the Interior, the fact that 
Dr Adenauer had omitted to consult 
him, the responsible Minister, before 
submitting his memorandum on security 
to New York. Recent events, including 
Dr Heinemann’s resignation, indicate 
that the issue was a deeper one, and 
that there was a real difference of opinion 
about German military contribution to 
the defence of Europe. 


What you say of the attitude of the 
Church to Communist propaganda might 
have been true a year or two ago. There 
can be hardly any Protestants today 
who hesitate to condemn both the doc- 
trine and the methods of Communism. 
Where opinions of the Evangelical 
Church do differ is on the method of 
meeting the Communist threat. Some 
are strongly in favour of Germany’s 
taking a share in the defence of Europe ; 


others feel that Communism should be 
met on the spiritual level, and would 
regard the social reconstruction of Ger- 
many as the primary task. All are 
deeply concerned to find the Christian 
answer to a question which is a particu- 
larly difficult one for Germany, and they 
are not likely to be helped by the fre- 
quent misrepresentations of their attitude 
in the press.—Yours faithfully, 
Cologne M. C. Batey 


Houses in the Air 


Sir,—You state that the Conservative 
target of 300,000 houses can be achieved 
only “by curtailing other forms of 
building, whether offices, schools, power 
houses or factories.” 

Surely it is implicit in the programme 
that first curtailment should take place 
in non-essentials. There are many, but 
the “ Festival Buildings ” are estimated 
to take enough Jabour and material for 
3,000 houses and are a fair instance of 
Labour policy. 

Perhaps you could give more 
prominence to this aspect of the 
Conservative programme.—Yours faith- 

y; JosEerH T. Horn 
40 Berkeley Square, W.1 


Books and Publications 
A Fight to a Finish 


The Coming Defeat of Communism. 
pages. 12s. éd. 


Mr Burnham’s book opens with 
thunderbolts, forked lightning 
anathemas. We are living in an extreme 
situation, under the threat of catastrophe. 
This sense of catastrophe 


thrusts between the broken or distorted 
forms of Picasso and the antiharmonics 
of Schoenberg. It is bodied in the novels 
of Joyce and Faulkner and Gide and 
Mann, and shows quite openly in 
Malraux Silone and Koestler. It gives 
relevance to the neo-Lutheran theologies 
and the existentialist philosophies. 


The political form of the crisis is the 
threat of world conquest by Com- 
munism. In face of this threat the 
foreign policies of the United States and 
the democratic front are disastrously 
inept. The Third World War has 
already begun, and here they are slowly 
inching forward from appeasement to 
containment—as if anyone ever won a 
war by containment !—while at home 
they still worry anxiously about civil 
rights for Communists. Time is run- 
ning out ; what is needed is a new policy 
and the seizure of the initiative, the 
realisation that the war with Communism 
is already on and the preparation of im- 
mediate plans for the destruction of 

power of the Kremlin and its satellites. 


By James Burnham. jonathan Cape. 286 


Mr Burnham’s books are best-sellers, 
and with a title like this the opening 
chapters had to grip. But Mr Burnham, 
when he quietens down, has some telling. 
points to make and an interesting case 
to develop. It is a fact that all over the 
world the western powers and the Com- 
munist bloc are in a state of acute con- 
flict, a permanent condition of near-war, 
which in a number of places—Greece 
and Korea, for instance—has already led 
to considerable campaigns. It is also 
true, as Mr Burnham points out, that 
the western powers are reluctant to 
admit the implications of this state of 
affairs. They prefer to regard the cold 
War as a temporary and abnormal 
phenomenon. If only we are firm with 
the Russians—but avoid provoking them 
—they will come to their senses in time ; 
the expansionist phase of Communism 
will pass ; and the world will be able to 
settle down again. The awkward ques- 
tion Mr Burnham raises, however, is an 
uncomfortable one to answer. What do 
we expect to alter the present situation 
for the better? What are we esse 
on? A change of heart on the part 
the Communists ? The collapse of the 
Communist bloc from internal tensi 
a succession crisis following the death 
of Stalin, or the spread Titoism ? 


Are these well-grounded expectations ? 
Or are they, as Mr Burnham suggests, 
excuses at which we clutch rather than 
pull our heads out of the sand and admit 
that the struggle with Communism is a 
fight to a finish ? 

These are serious questions, not to be 
brushed aside by easy and superior 
remarks about the hysteria of ex-Com- 
munists and the sterility of anti- 

unism. Mr Burnham’s answer at 
least is clear. The aggressive ambitions 
of the Communist leaders will not be 
defeated unless we take active steps to 
defeat them. In the long run, either we 
destroy their power or they destroy ours. 
A balance of power, the uneasy truce or 
stalemate, which is the object of our 
present policy, is not a sufficient objec- 
tive ; it can only perpetuate the cold war, 
not end it. Mr Burnham, however, does 
not belong to the “Drop the Bomb 
Now” school ; he is not an advocate of 
a preventive war. The Russians, he 
thinks, are no more anxious for an old- 
fashioned shooting war than are the 
western powers. The risks are too great, 
and in any case unnecessary. Su 
version, fifth-column tactics, the 
methods of “ agit.-prop.,” the threat of 
war and the exploitation of the weak- 
nesses, inhibitions, and divisions of the 
open societies of the west offer an alter- 
native, at much smaller cost and m 
smaller risk. So far the western powcrs 
have been concerned to defeat these 
Communist methods of attack. They 
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not seriously considered using 
Sailer methods against the Com- 
munists themselves. But, Mr Burnham 
argues, there is here a method of weaken- 
ing and defeating the Communist threat 
which might provide an alternative to 
the unattractive choice of the cold stale- 
mate or another major war... 

This is an interesting proposal, and 
there is a good case on paper for argu- 
ing that the totalitarian Communist 
regime is more vulnerable to such 
methods than the freer and more loosely 
organised societies of the western 
powers. But how is it to be put into 
effect? Mr Burnham has a first-class 
chapter on propaganda ; beyond that he 
loses himself in vague and unsatisfactory 
suggestions. The proposal to build up a 
spearhead from the exiles and emigrants 
now living in the United States ignores 
some bitter lessons from the last war, 
and how much is really to be expected 
from all out support for a trio as un- 
promising as de Gaulle, Chiang Kai-shek 
and Franco ? 


In short, Mr Burnham is at his best 
in analysing the contradictions and hesi- 
tations implicit in existing policy, but 
not nearly so convincing when it comes 
to suggesting alternatives. Is the answer 
that the present cautious and deliber- 
ately unaggressive policy, while weak 
in logic, is in the long run more effective 
thn Mr Burnham admits; or is Mr 
Burnham, while unsuccessful as yet in 
formulating a satisfactory alternative, 
right in believing that an alternative 
policy can be found, short of war, along 
the lines he suggests ? It is at least a 
sufficiently interesting question to make 
his book, for all its irritating character- 
istics, well worth reading. 


Research into Business 
Cycles 


Statistical Indicators of Cyclical 
Revivals and Recessions. By Geoffrey 
H. Moore, National Bureau of Economic 
Research, Inc., New York. Occasional 
Paper 31. 95 pages. $1.50. 


This report sets out some of the latest 
findings in the National Bureau’s re- 
search on business cycles. Before the 
last war the Bureau made a special study 
of business revivals and selected a 
humber of economic series which were 
considered most likely to give an indica- 
tion of the approaching end of a busi- 
hess contraction. The new research has 
aimed at revising the list of these indi- 
cators and has extended the analysis to 
recessions, The present report is a pre- 

inary one. Here is no_ simple 
Statistical device to put an end to crystal- 
gazing, but an interesting contribution to 
the knowledge about the patterns of 
business cycles 


A great deal of labour has gone into 
this piece of research. Eight hundred 
Usi one series of indicators for the 
enn States have been analysed ; some 

them going back as far as the 1850s, 
Most begin much later. But, as the 

f points out at the outset, the inter- 
Pretation of statistical indicators is full 
difficulties and their use is limited. He 
dispels any optimistic hopes about easy 








reliable forecasts from the methods 
described in this paper by concluding 
that “. . . there is some ground for 
confidence that objective use of these 
methods will at least reduce the usual 
lag in recognising revivals or recessions 
that have already begun.” The Bureau 
has assessed this lag from past experi- 
ences at as much as six to eight months 
In some instances. 


The technique used in this study has 
been to apply consistency tests to select 
those series whose timing in successive 
business cycles has been relatively 
systematic. The series have been related 
to standard reference dates believed to 
represent the turning points of aggregate 
economic activity. Out of the 8or series 
it was considered possible to identify 75 
series that generally led at the reference 
turning points, 29 series that roughly 
coincided and 30 series that lagged 
behind. While no one series can be 
relied on to behave consistently at each 
business cycle, it is suggested that by 
combining some which tend to react 
before business in general it may be 
possible to obtain a useful trend indi- 
cator. This was trie< by taking a small 
number of suitable series, applying a 
smoothing process of moving averages 
and combining in such a way as to give 
a figure of the number of months the 
average of the series had been going up 
or down—the “ average duration of run.” 
For this particular group of series, a 
rather critical duration of run either way 
appeared to be about three months. 
This trial gave promise of some success, 
but suffers from the severe disadvantage 
that a moving average does not give an 
up-to-date picture ; some allowance for 
this may be possible, but difficulties such 
as this are left for further study. These 
are interesting ideas, but it is apparent 
that much of the work is still in the 
experimental stage and some of it may 
well fall down on more rigorous statis- 
tical examination. 


Seats of Government 


Parliament House. By Maurice Hastings. 
The Architectural Press, 200 pages. 12s, 6d, 


Whitehall Through the Centuries. By 
G. S. Dugdale. Phoenix House. 192 
pages. 18s. 


“Oh, good God, the House of Lords 
is on fire!” exclaimed Mrs Mullen- 
camp, the doorkeeper’s wife, at six 
o’clock on October 16, 1834. The Dutch 
laundress who scorched her linen on the 
afternoon of January 4, 1698, must have 
said much the same thing when the 
Palace of Whitehall caught fire. Of the 
two palaces which were the seats of 
government for so long only West- 
minster Hall remains of the one, and 
Wolsey’s wine cellar and the Banquet- 
ing House of the other. 


Dr Hastings’s is the more timely of 
these two admirable and complementary 
“ place-histories.” He concentrates on 
the history of the Chamber rather 
than the Palace of Westminster— 
the Chapel of St Stephen occupied 
from 1547 to 1834 and modified by 
Wren, the Barry-Pugin reconstruc- 
tion first used in 1852, and Sir Giles 
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Scott’s new adaptation, so necessarily 
traditional in style. The story shows 
clearly the enormous influence of the 
architecture on the evolution of the two 


party system: what might have hap- — 


pened if the Commons had continued to 
sit in the octagonal Chapter House in- 
stead of the choir stalls of the Chapel ? 
The fact that they habitually occupied 
borrowed quarters is still reflected in the 
conspiratorial air of much of their pro- 
cedure. Indeed, nothing is so typical of 
the English character than the way a 
thoroughly unsuitable meeting place was 
frequently modified without ever being 
fundamentally transformed. Even the 
dimensions of the floor of the new 
Chamber (68 ft. by 45 ft.) are almost 
those of the old Chapel (60 ft. by 28 ft.). 


Similar constitutional results occur in 
the history of the buildings Henry VIII 
called Whitehall, meaning, according to 
Mr Dugdale, Festival Hall. After the 
burning of the palace the monarch is 
excluded from the executive seat of 
government. For three centuries the 
centre of gravity has shifted from the 
riverside site of the palace to the park 
side of the street, the Admiralty being 
the first government office to occupy a 
separate building there, followed by the 
Horse Guards and the nineteenth cen- 
tury monstrosities further south. Per- 
haps the new buildings behind the War 
Office will redress the balance. Beneath 
the miles of corridor haunted by. the 
executive lie tiltyards, cockpits, bowling 
alleys and tennis courts, just as below 
the legislature lie chapel and cloister, 
painted chambers and privy gardens. 


Shorter Notices 


Nationa! Income Statistics of Various 
Countries, 1938-1948. U.N. Publica- 
tions. H,M, Stationery Office. 249 pages. 
Cloth 25s. Paper 17s. 6d. 


Tuts volume is the second in the series 
on national income statistics and includes 
information received up to February, 1950. 
Thirty-two countries are covered—rather 
fewer than in the 1938-47 edition, since 
those countries for which there is no new 
data have been excluded. As well as having 
the later figures, this new edition contains 
a much fuller analysis of the various factors 
entering into the national income and ex- 
penditure of a country and also shows the 
social accounts of those countries where 
this technique is used. Another useful 
addition is a series of national income esti- 
mates (in total only) over a longer period of 
time than before and going back into the 
last century for some countries. As in the 
previous edition, the statistics are accom- 
panied by explanatory notes. 


The Incorporated Statistician. Vol. I, 
No. I. July 1950. The Association of 
Incorporated Statisticians, 32 pages. §3. 


THIS new journal introduces a series which 
will describe in later issues the organisation 
of statistical departments in various con- 
cerns. It hopes to make available this sort 
of information on the practical aspects of 
applied statistics by obtaining suitable 
papers from members of the association. 
Also in this issue, Dr Dudding describes in 
general terms the introduction of quality 
control technique to industrial problems, 
while a more theoretical flavour is provided 
by Mr A. J. H. Morrell in a study of age- 
standardised rates of sickness 
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SURVEY 





Eve of the Poll 


Washington, D.C. 


HE mid-term elections on November 7th are now close 
emough for a sensitive voter to feel the hot breath of 
pursuing politicians. The memory of other elections is 
dimmed by distance, so that the Gallup Poll can, and does, 
do business at the old stand ; it predicts, for instance, that 
the Republicans will pick up some seats in the House of 
Representatives, but not enough to give them control of that 
chamber. 


The usual charges of “ dirty work ” have been forthcoming 
for some time at a rate that must be highly gratifying to those 
citizens who hate most of all a dull election. “ Dirty work ” is 
a wide phrase, taking in practices which can be defined as 
downright illegitimate, borderline, or wholly legitimate, 
according to where you are sitting. The Senate Elections 
Subcommittee is investigating situations in four states, involv- 
ing respectively an alleged “ sordid deal” to secure a candi- 
date’s nomination for one contest and his elimination from 
another, an alleged violation of laws forbidding intimidation 
of voters, the alleged expenditure by a candidate of fourteen 
times as much as he is permitted to spend, and an alleged 
intervention in a contest by government officials. This is only 
part of the ground, ranging from the muddy to the dusty, 
that has been covered by accusers of one sort and another. 


In general the tendency has been to treat it all as just a part 
of the normal service for voters. There have not been many 
who challenged the right of leading campaigners on the 
Republican opposition side to invite the electorate to vote 
for them on the ground that the Secretary of State and his 
department are “ Communist lovers” intent on “ appeasing 
Russia ” or on manipulating a “ great sell-out ” in China. Nor 
have there been many who wondered, aloud, whether, in 
these precarious times, the knowledge that there are votes at 
stake is sufficient justification for a series of speeches and 
statements which might hamper and discredit officials on 
whose work in the field of foreign affairs the nation’s safety 
must largely depend. 


* 


’ It is the classic pattern of a mid-term election in the United 
States that the party which triumphed two years earlier, when 
its principal candidate was elected President, should lose 
seats in the Senate and House on being bereft of the 
enthusiasm and energy generated when the top job was fought 
over. Frequently the loss of seats has been great enough to 
swing the Congressional majority from the party whose 
nominee was sitting in the White House and running the 
Administration to the party without an executive official to 
its name. When that happened, two years of tension and 





intermittent stalemate could usually be safely predicted until 
the next presidential election. 

In the present circumstances, however, and not altogether 
for the first time, it is clear that the retention by President 
Truman and his party of a technical Democratic majority in 
the Senate and House will not automatically remove the 
threat of two years of tension and stalemate. On the other 
hand the mere gaining of some seats by the Republicans and 
the consequent reduction in the Democratic majority need 
not make it harder in the next session of Congress than it 
was in the last for Mr Truman to secure the legislation he 
wants. 


What does matter greatly is which candidates win and 
lose, and why they lose and win. For it has long been a 
mistake—and it has never been a greater mistake than it is 
now—to think of cither the Democrats or the Republicans 
as a single, disciplined party. President Truman, and Presi- 
dent Roosevelt before him, and other Democratic Presidents 
before them, have been bedevilled and frustrated by Demo- 
crats-in-name who never hesitate to form a victorious coalition 
with the Republican opposition in order to get something they 
want or to defeat something they do not want. This is a sort 
of licensed disloyalty. It is not confined to the Democrats 
from the southern states, though many of them are its fore- 
most practitioners and—since they are able to vote against 
the party leadership with impunity—its foremost bene- 
ficiaries. A good idea of the wide latitude the President must 
allow his supporters in Congress in cases where they feel 
that there is more to be gained by following the line of their 
mail from back home than the line of their leader in Washing- 
ton, is furnished by the record of Senator Scott Lucas, now 
fighting for his political life in Illinois. He is himself the 
Democratic leader in the Senate, and the President is very 
anxious to see him returned ; but in the last two sessions he 
opposed two of the major pieces of Fair Deal legislation which 
the President sought (but did not get) from Congress—the 
health insurance and the Brannan farm plans. 

The tone and temper of the next Congress will be affected 
most by what happens in the “ key states.” If candidates 
who have always, or usually, gone along with the President 
are returned there, the election will be a Democratic 
triumph, for the implication for the next Congress will be 
that the way to get elected now is to follow the President's 
lead. The key that might easily unlock much of the legisla- 
tion Mr Truman wants will be the result in Ohio. 
Senator Taft, the prow of the Republican ship, should be 
knocked off by the votes mobilised behind Mr Joseph T. 
Ferguson by the labour organisations, it can be guarant 
that the coming Congress will pay respectful attention 
whatever demands the President and the labour organisations 
may make upon it. 

If the Democrats can also return Senator Lehman in New 
York, Senator Tydings in Maryland, Senators McMahon 
and Benton in Connecticut, Senator Myers in Pennsylvania, 
Senator Lucas in Illinois, and Mrs Helen Gahagan Douglas 
in California, they will be sitting pretty. Still prettier would 
they be sitting if some of the key Republicans who at 
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running either for Congress or for Governorships—for 
instance Mr Dewey in New York, Senator Millikin in 
Colorado and Senator Donnell in Missouri—should have 
failed to be elected. For the inference that the country 
wanted Mr Truman and all his works would then be 
irresistible. 

Whether the Democrats can defeat Mr Taft and return a 
fair proportion of the more faithful followers of Mr Truman 
js what matters most to them, for a result of that sort would 
more than outweigh a reduction in the totals of their majori- 
ties in Senate or House. ‘They are up against the inevitable 
hazards to the party in power of mid-term elections. But they 
have with them the stimulus of victory in Korea and of a 
continued prosperity which rising prices and the fear of 
inflation have not so far seriously damaged. So the Demo- 
crats reason, fervently and hopefully, or so some of them 
reason. 

The political cinema in America is never showing just one 
film at a time: there is always a stupendous double-feature 
programme, A few weeks ago, when Senator Taft seemed 
sure to win, it was the single-minded Democratic objective 
to beat him. But lately, when his chances are reported to 
have narrowed to fifty-fifty, when victory looks as though it 
is within grasp, a number of Democratic brows have begun 
to knit in doubt, 


Suppose Senator Taft is beaten. Then the whole Republi- 
can party will be thrown into a ferment. Moderates may rise 
and take control. The party may be reborn—and that might 
be very dangerous to the Democrats in 1952. Now, suppose 
Mr Taft wins. The conservatives will be confirmed in their 
almost undisputed mastery of the Republican party. Mr Taft 
himself might well be nominated Republican candidate for the 
Presidency in 1952. Would it not be easier to beat him than 
to beat a bright new liberal reformer ? Might it be better 
for the Democrats in the long run that the Democrats should 
be defeated in Ohio now ? 


American Notes 
More Work for Lame Ducks 

__ President Truman is thinking of summoning the 
Eighty-first Congress to return to Washington for its post- 
election, “ lame duck” session about November 15th, nearly 
two weeks earlier than Congress itself thought necessary 
when it adjourned in September. Then it was expected that 
the lame ducks’ main task, before they were superseded by 
the newly-elected Eighty-second Congress on January 3rd, 
would be to hatch out an excess profits tax to put in the 
Treasury’s Christmas stocking. That task has been given 
greater urgency by the further appropriations for defence 
purposes, amounting perhaps to $15 billion, and for Korean 
rehabilitation, which will probably be needed before the end 
of the year. These will have to be voted, and the Administra- 
tion is also anxious to get a new lease of life for the Rent 
Control Act before it becomes moribund in January, now 
that credit controls are curtailing building and increasing the 
Pressure on existing houses. There are other measures, 
notably statehood for Alaska and Hawaii, that have almost 
completed the course in the present Congress, but will have 
to go back to the beginning if they do not get over the final 
hurdles before the new Congress meets. 

Lame ducks will hardly be in good enough condition to 
cope with amending the complicated anti-Communist Act, 
but even if that is left in its present unsatisfactory state until 
fanuary, the programme is heavy enough to justify Mr 


fuman’s to. get Congress back to work as quickly 
& possible after the election. The amount of work it actually 


accomplishes will depend upon the result of that election, 
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upon whether the voters have reaffirmed their faith in the 
Democratic patty. They will not be discouraged from doing 
so should the President, by summoning Congress, remind 
them of his party’s programme and his own qualities as a 
national leader. Such a summons, although warranted by 
purely governmental considerations, might also make up in 
political dividends for the “whistle-stop” tour on behalf 
of Democratic candidates which Mr Truman had planned 
before the Korean crisis, and which has now been reduced 
to a single speech in Missouri this weekend. The 
Republicans remember that a somewhat similar recall of 
Congress was the forerunner of Mr Truman’s triumph in 
1948, and they are furiously apprehensive at the suggestion 
that history may be given a chance of resembling itself. 


® * * 


Expansion Unlimited ? 


Those who believe that the government should use both 
the carrot and the stick to persuade private enterprise to 
expand are convinced that present shortages prove their 
point. Civilians may have temporarily to forgo new cars, 
houses, and dance-halls to save steel, and television sets and 
Saucepans to save aluminium, but these deprivations, it is 
argued, should be accepted only as a stimulus to the expan- 
sion which will enable the economy to support both a large 
peacetime military establishment and an unrestricted standard 
of living. 

Under the Defence Production Act, industry can be 
tempted to build new plant by offers of rapid depreciation 
for tax purposes and by government guarantees of loans or 
purchases ; it can also be prodded by the threat of loans to 
competitors or direct government construction. Mr Syming- 
ton, the chairman of the National Security Resources Board, 
is a strong advocate of expansion and likely to use both 
weapons, if necessary, 

The hottest argument, both inside and outside the Admini- 
stration, is over the adequacy of the steel industry’s promise 
to add 9.4 million tons of capacity by 1952 to the existing 
100 million. This is double the pre-Korean rate of building 
and is to be privately financed, but the Assistant Secretary of 
the Interior, Mr Davidson, views it as one more example 
of the industry’s “timidity.” He has called a capacity of 
125 million tons by 1953 essential if there is to be enough 
steel for the new freight car programme, for the services, for 
civil aircraft, and for expansion in aluminium and steel itself, 
without cramping civilian needs. 


The Secretary of Commerce has tartly replied that steel 
capacity cannot be turned on like water from a tap, and has 
pointed out that 110 million tons of capacity is twice the 
maximum military consumption in the last war. He evidently 
sympathises with the industry’s contention that manganese 
and iron ore shortages limit the use that could be made of 
new plant. It was, however, a trifle tactless for Mr Fairless, 
of the US Steel Corporation, to complain that steel was 
literally “ cheaper than dirt ” and to suggest that the shortage 
would vanish fast enough if only the price were raised. 


Steel’s future is dim, however, compared with the dazzling 
prospects painted for aluminium by the government planners. 
Mr Symington is thinking in terms of a 1 billion lb. addition, 
in the next year or two, to the present production of 1.4- 
billion Ib. a year and of double that in the long run. 
Aluminium was short even before the Korean outbreak ; the 
shortage will become more acute with the expansion of the 
air force and the military insistence on lightness, not only for 
airborne equipment but also in the foot-soldier’s gear. Even 
helmets are to be made of aluminium. The difficulty is that 
every pound of aluminium requires 10 kilowatt hours of 
electricity and that supplies of cheap power are virtually 
exhausted. 


The aluminium producers believe the government must 
not only contribute a major share of the capital costs of any 
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expansion, but must also subsidise power costs in some way. 
Neither the aluminium nor the steel industry is anxious 
to be saddled, at the end of the emergency, with uneconomic 
facilities. The strongest ally they have inside the Administra- 
tion camp is the fear that excessive expansion of the defence 
industries, at the expense of consumer goods, might leave 
the economy seriously unbalanced when the international 
climate cools down. 


* x . * 


Lobbying in a Goldfish Bowl 


By federal law, a lobbyist is a person who spends money 
to influence legislation before Congress. Such a definition 
covers a broad territory, and lobbying has developed into a 
broad-gauged business. The Special House Committee on 
Lobbying Activities, tabulating a “ voluntary ” questionnaire 
sent to 175 major corporations, reveals that 152 of them spent 
$32 million in three and a half years on lobbying activities. 
Massive as this sum is, it must be just a splinter of the total, 
for 23 corporations chose not to answer the committee’s 
questionnaire, among them the giant US Steel Corporation. 
And the committee’s entire mailing list includes only a tiny 
fraction of the 500,000 corporate enterprises in the United 
States. 


Served up just before the November elections, the report 
has made savoury political fare. Already three Democratic 
Senators have demanded a “ full investigation ” of all lobby- 
ing. A really full investigation would include at least a 

lance at the activities of such sacred cows as trade unions, 
armers and veterans, all of whom maintain expensive lobby- 
ing offices in Washington. But, so far, the election-minded 
Senators have confined themselves to a request for “ full 
information ” from those corporations which failed to answer 
the committee’s questionnaire. 


So far, the Lobbying Activities Committee has not nee 
the corporations with having anything to hide. Instead, it has 
proposed a three-part programme to strengthen the political 
system before corruption takes root. First of all, says the 
committee, the processes of government should be simplified, 
for cancerous lobbies thrive when government “ becomes too 
complex for ordinary citizens to understand.” Also, the 
committee believes that political party discipline should be 
tightened to the point where members can successfully resist 
undue pressure from special interests. But Representative 
Frank Buchanan, chairman of the committee, thinks that the 
best preventative against acute lobby poisoning is a large dose 
of publicity. While he does not regard lobbying as an evil 
in itself, Mr Buchanan believes that “ influencing legislation 
is an activity that should be carried on in a goldfish bowl.” 


* * * 


Television’s War 


The Federal Communications Commission has finally 
awarded its apple of discord, authority to transmit television 
in colour, to the Columbia Broadcasting System. From all 
accounts, the commission certainly chose what is, at present, 
the fairest of the three methods of colour transmission. But 
it is not so certain that CBS will hold its supremacy once 
the first flush of youth has faded, or that the public will be 
attracted by the whirling discs and small screen which so 
far are an unavoidable adjunct of CBS’s beautiful colouring. 
The public, however, will have to wait, and then to pay, 
before forming an opinion on the FCC’s choice. Existing 
television sets must be “ adapted ” even to receive CBS pro- 
grammes in black and white, and then “converted” to 
receive them in colour ; neither adapters nor converters are 
yet on the market. 


They never will be if the Radio Corporation of America 


thes ite wa ; one of the leading producers of wireless equip- 
‘and 


ment, it sponsors a rival method of colour television 
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is contesting the legality of the FCC’s decision. RCA has 
powerful allies amongst manufacturers and distributors of 
television sets, who are aghast at the effect on their sales 
of this new uncertainty, coming on top of credit curbs and 
excise taxes. There are, nevertheless, a growing number of 
deserters to CBS in this latest phase of its Trojan war with 
RCA, for the obvious way of luring the public back into the 
television shops is to offer adapters and converters. 


A major disaster, however, looms over both sides alike: 
drastic curtailment in output of all kinds of television equip- 
ment seems inevitable as the result of coming restrictions on 
civilian use of nickel, copper, aluminium and cobalt. And 
this threatens just as the FCC is preparing to open the 
frontier that has been closed to new television stations for 
two years. Hearings are at last being held on the allocation 
of wavelengths in the ultra-high-frequency band, where there 
is supposed to be room for two thousand more stations, 
With only 107 stations in existence at present, eight million 
television sets have been bought ; even though this ratio is 
unlikely to be maintained, the possibilities for empire build- 
ing are immense. No one is more anxious to exploit them 
than the salesmen of television time, for the increased 
audience should make it possible for the networks to raise 
their advertising charges and to show a profit for the first 
time on their expensive television operations. 


* * x 


Segregation Sent Down 


This autumn over a thousand Negro students are to be 
found in the formerly all-white classrooms of southerm 
colleges and universities. It has taken fourteen years of 
Supreme Court decisions to force the door open this much, 
fourteen years of mounting insistence that segregation is 
constitutional only if the facilities offered Negroes are the 
equal, in every respect, of those provided for white students. 
But the Sweatt and McLaurin decisions in June appear to 
have convinced most southern educators that this test is to 
applied rigorously, and that they must bow to the inevit- 
able. 


The Court itself has not yet ruled on the constitutionality 
of the regional educational compact, under which fourteen 
southern states pool their facilities for advanced study. But 
its refusal to review the decision of a lower court has left 
the University of Maryland with no alternative but to admit 
a Negro girl to its school of nursing. The State had offered, 
instead, to send her to a Negro college in Tennessee. Many 
Negroes suspect the regional scheme to be merely a device 
to perpetuate segregation, although this is denied and a 
majority of the 584 participating students this year are white. 

The University of Virginia and that of Tennessee reluc- 
tantly admitted Negro students for the first time this autumn, 
while Kentucky has taken the lead by accepting a constitu- 
tional amendment permitting the enrolment of Negroes 10 
white institutions when the courses they seek are not available 
at the Negro college. At the other extreme, Governor 
Talmadge of Georgia has promised that the colour bar will 
be upheld to the end. 


The strategy of the Negro campaign has been to start at 
the top. Few southern states provide any graduate or pro- 
fessional training for Negroes, and the cost of providing it 
at a standard high enough to satisfy the Supreme Court 1s 0 
-— cases iapeoog The hope is that eee agers 

segregation, which is just beginning to crack, has Dts 
broken at the graduate level, it will be hard to maintain 10 
the elementary and secondary schools. Here, however, it 's 
more firmly established. What is most encouraging 's that, 
in the universities, white students have so far accepted the 
revolution without fuss, indeed in many cases with approval, 
and without any of the racial clashes prophesied by thelt 
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THE WORLD OVERSEAS 





Rearming Canada 
(By Our Ottawa Correspondent) 


ANADA’S immediate contribution to western rearma- 

ment was authorised by the special session of Parliament 
which met in September, and the first effects of that session 
were contained in an announcement last week that Canada 
would arm and equip one Dutch Army division. The first 
Bill which then received the Royal Assent was an amendment 
of the National Defence Act, extending the power of the 
Governor-in-Council to call the armed forces to active service 
and to send them abroad. The Government already had 
this power in the case of an emergency, defined as “ war, 
invasion, riot or insurrection, real or apprehended.” The 
new Act also allows it to do so “ in consequence of any action 
undertaken by Canada under the United Nations Charter, 
the North Atlantic Treaty or any other similar instrument 
for collective defence that may be entered into by Canada.” 
In either case Parliament must be summoned, if not in 
session, within ten days of the order to the forces. The 
first action taken by the Government under the new powers 
was to issue an order authorising the Canadian Army Special 
Force to the support of United Nations operations in Korea. 


Commitments Explained 


Opposition members spent a good deal of time questioning 
Mr Pearson, the Minister for External Affairs, about the 
precise nature of Canada’s commitments. He explained that 
in the Korean case it had been possible for the United Nations 
to conduct so-called police operations only because the 
Russians were absent from the Security Council, and the 
Canadian Government wanted to work out a way by which 
similar action could be taken in the future, if necessary, by 
the Assembly. Part of the plan, as the Canadian Government 
sees it, would be for all loyal members of the United Nations 
to follow the Canadian example by earmarking a special 
contingent of their armed forces for United Nations opera- 
tions. It is recognised that an Assembly resolution calling 
for forces to be so earmarked would not be binding on the 
members, but it would enable those who wish to see collec- 
live security work to stand up and commit themselves. 


The — Nations role is seen here as cing resis- 
tance to any future “ aggression by proxy.” The much more 
definite obligations of the North Atlantic Treaty would come 
into play in the case of an open attack by Russia on any one 
of the signatories. Mr Pearson and his colleague, Mr Claxton, 
the Minister of National Defence, were quite definite that 
Canada has an absolute obligation under this Treaty to regard 
an attack on any other signatory as though it were an attack 
on itself ; but that it was not bound as yet to any definite 
plan for the deployment of Canadian forces. 


Opposition members, whose concern all along was that 
Canada might not be doing enough, asked if there should 
not be a Canadian division stationed in Europe. Mr Claxton 
showed little enthusiasm for the idea. He pointed out the 
great difficulties of supply and maintenance of such a rela- 
tively small force at such a great distance, and suggested 
that the production and building up of a fighting Air Force 

have a higher priority. Mr Pearson confirmed that 
North Atlantic Treaty plans did not call for Canadian troops 
to be stationed on the other side of the Atlantic, but carefully 
Stated that this situation might change at any time. 


The second Act passed by the Canadian Parliament was 
the Defence Appropriations Act. It increases both the imme- 
diate appropriations and the commitment authority of the 
Canadian forces. It also gives the Governor-in-Council 
power to “transfer defence equipment or supplies, and pro- 
vide services or facilities for defence purposes, to any of the 
parties to the North Atlantic Treaty, upon such terms and 
conditions, if any, as the Governor-in-Council may specify.” 
For this purpose Parliament voted $100 million could be 
spent before March 31, 1951, but the intention was to get 
production rolling as quickly as possible, and to spend the 
money as soon as possible. The Government could not tell 
Parliament what it would be used for. Part of it goes to 
cover the cost of training Air Force and Army personnel from 
the European signatories of the Atlantic Pact as well as from 
the United Kingdom. But the major part is for arms and 
equipment to be sent to the European countries. The 
Canadian aim must always be to concentrate its own defence 
industry on a few lines, so that it can get the benefits of 
large-scale production by supplying its allies as well as its 
own forces. But necessity dictates production in certain lines 
whether other countries are interested in them or not: such 
are fighter aircraft, anti-aircraft predictors, radar equipment, 
light motor vehicles and the new 3-inch §0-calibre naval guns. 
The choice whether to buy or to produce thousands of other 
items should logically depend—though these things are not 
always determined by logic—on Allied agreement about 
where production can most economically be concentrated. 
The old bugbear of the difference between British and 
American designs also poses constant problems. Industrial 
common sense would lead Canada to concentrate on American 
designs and industrial standards, but industrial common sense 
is often controverted by the traditions and habits of the armed 
forces themselves, and by the practical difficulty of switching 
from established types to new ones. 


One Billion Dollars a Year 


The vote for European arms aid aroused no criticism. 
The Opposition concentrated all its fire on what it called 
the slow rate of expansion of the Canadian forces. During 
the present fiscal year the forces expect to spend an additional 
$144 million in addition to the $425 million voted in the 
spring. The commitment authority, allowing them to place 
contracts for delivery,in future years, is, however, increased 
five times to a total.of more than $500 million. The Finance 
Minister, Mr Abbott, told the House that next year’s expendi- 
tures on defence would be about $1,000 million: Forty- 
three per cent of the current vote is being spent on the 
Air Force, 35 per cent on the Army and 21 per cent on 
the Navy. Once again the Minister of Defence stood firm 
against demands that larger permanent forces should be 
stationed in Canada as defence against a possible invasion. 


The other new Parliamentary Acts were concerned with 
the economic front. The rearmament drive is imposed on an 
economy which is already running at a very high rate. 
Canadian exports are expected to be higher this year than 
ever before, and the planned capital investment programme 
is 8 per cent higher than it was last year. The require- 
ments of the Canadian armed forces alone are expected to 
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amount next year to 6 or 7 per cent of the gross national 
product, now estimated at $17,000 million. The addition 
of arms aid for Europe and of arms purchases here by the 
United States Government will raise this, but probably not 
above 10 per cent of the gross national product. In the 
next year or eighteen months the main pressure will be on 
the construction industry and on the conversion of industrial 
capacity to military needs. The Government is trying to 
ease the strain on the supply of basic materials like steel and 
concrete by reducing its own programme of public works 
and by urging industry to postpone inessential capital 
development. 

As the defence programme. develops it appears inevitable 
that it will impinge on the production of consumer goods. 
For that reason Mr C. D. Howe, the Minister of Trade and 
Commerce,.has been given powers to control the production, 
distribution and sale of essential materials and services. The 
powers are wide, but it is not intended to use them more than 
is absolutely necessary. For example, the most acute shortage 
in the near future will be in steel, and Mr Howe is confident 
that he will secure the. co-operation of the Canadian steel 
industry without any compulsory orders. Provision for the 
regulation of prices is necessary to ensure that Government 
allocation of raw materials is not frustrated by unreasonable 
price demands, but here again it is not expected that the 
powers will have to be used. No general price or wage 
control is contemplated. 


The main measures already announced to combat inflation 
here are a strict “ pay-as-you-go ” fiscal policy, restrictions 
on consumer credit, and the discouragement of unnecessary 
capital investment. While no one is prepared to predict that 
the upward trend of prices will be checked, it is felt that 
the present defence programme should not add unduly to 
the pressure on prices of consumer goods in the near future. 
Its impact will be felt gradually, and for some time to come 
it should be limited to the field of durable goods. The light 
tax increases announced in the special budget were less than 
many Canadians expected, and the general feeling is that they 
are getting off more easily than they might have. Next 
spring’s budget will bring heavier burdens. 


Vietminh Front Against the 


French 


THE nationalist movement in Indo-China in the immediate 
postwar period differed radically from the i 
movements in India, Burma, Indonesia and: the Phili 

in that its supreme direction was Communist. There were 
three significant reasons for this peculiarity. The first was 
the absence—as a result of French administrative poli 
of any strong legal or semi-legal political organisation of 
moderate, constitutionalist tendencies — 
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anti-French and anti-Ja had been organised from 
over the frontier in Chi endcherein lays third reo 
for its predominantly Communist character. For it developed 
in close contact with, and under the influence of, Chinese 
Communists. The Kuomi , with its narrowly Chinese 
nationalism, could never establish satisfactory working rela- 
tions with the Vietnamese nationalists, whereas Communism 
ee ON Coed ee ce eee se eee, Chinte. 
ietnamese solidarity without Chinese domination. The 
Chungking Government during the war was very antipathetic 
to the Communist tendencies of the Vietnamese exiles in 
China, but their organisation was too valuable an ally against 
the Japanese to be suppressed ; and in the late summer of 
1945 it stood ready to take over from the Japanese 
in Vietnam under the leadership of the Communist Ho Chi- 


E 


Camouflage for Communism 


Because of these factors in the situation, it is not enough 
to regard the Vietminh as a nationalist movement whose 


i of Yunnan 
and Kwangsi, in areas not under Chinese Communist control ; 
and it was expedient to avoid too much open Communist 
activity in order not to provoke the Kuomintang authorities. 
This need for caution remained even after the surrender of 
Japan, for Chinese Government troops occupied northern 
Indo-China and were in a position to assist or thwart any 
Vietnamese regime set up in Hanoi. The Indo-China Com- 
munist party, therefore, in 1941 created for itself a cover 
organisation known as the Vietminh Front, and then in 1945 
formally dissolved itself, the Communist cadres continuing 
as the leadership of the Vietminh Front. Subsequently, this 
camouflage was found to be of tactical advantage not only 

Kuomintang ; it also facilitated propa- 
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Energy and Fanaticism 
The Vietminh Front, with its affiliated labour, women’s 
and is the driving force of the Vietminh 
regime and keeps control of armed forces. It works, 
sepunenmaneins das tame ate ies, which are 
government, the ing known as 
the National Union, and called iccmeaeee simply the 
non-Communist parties have little influence, 
since they have not been able-to acquire any mass political 
following or military becking ; and. the ietminh Front 
dominates the central committee of the National nae 


leaders on 

the latter body—which not so much for 
of as to utilise the ive talent 
relatively abundant in smaller of the intelli- 


in the 
The Vietminh system undoubtedly provides a very strong, 
unified isati which has had five years to consolidate 


itself in parts of Vietnam which it rules and is com- 
ated 























TOmASBEHAPT REPT A44 25 8B 


on 


5S oases TAS 


SY? So- 


a 


on om 


- mew 


Ss te SS we eS 


rr S= © = we TT) § OF 





THE ECONOMIST, November 4, 1950 


“* Wear wool,” explained Dr. Jaeger in 1881, “ and your health 
will improve, for these reasons. One, wool retains heat but 
excludes cold. Two, wool keeps you dry by absorbing damp. 
Three, wool is the most comfortable, natural and hygienic 
clothing.” These were the theories on which the House of 
Jaeger was founded. 

Today, Jaeger leads the world in wool fashions. They never 
compromise on quality. They use only the purest wool, made 
from the finest animal fibres. Their designers are the best in 
Britain. So that Jaeger has come to be—both within the 
trade and to the public—* the fashion name for wool”. And it 
is a great tribute to their leadership that the House of Jaeger 
has been chosen to occupy-one of the nine special shops in 
the Festival Pleasure Gardens . . . to present their merchandise 
to the many who will visit us from overseas in 1951. 
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Angura goat Bactrian camel Vicuna Merino sheep Leicester sheep Alpaca 
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It’s extremely good. | gotsome So far. All are good, but not all Pad 
South African wine the other are fine. The improvement is eae 
day... naturally progressive. ser 
1 know. A good wine, but not Were South African wines well- KA 
of this quality. known here before the prefer- a 
i i rs ago: a 
Precisely, but why the dif- ence twenty yea go A 
ference ? Now you're delving into history. = ES 


Well, this is a truly representa- Heng i ot 800 aa. haben 
pay aoa Gage — son removed the Colonial Preference 
for centuries one of the world’s died okey mc Sater lghaad 


st wine countries, it couldn’t industry into the wilderness. 
compete in Britain with European _1s that likely to happen again ? 


countries until Empire wines got 

ence I hope not. Imperial Preference 
on Fare a _ cal * has encouraged the South African 
African industry. od wine growers to tremendous 


efforts. The British Government 

But why haven’t we tasted such is not likely to lead such an 

wines before ? important Empire Industry up 

Because . the garden again. It wouldn't 

ause really fine wines aré make sense. 

achieved by selectivity, experi- 

ment and slow maturing. South So we can look forward to 

Africa has done as much in several kinds of really fine wines 

twenty years with some wines as _ from South Africa ? 
? has in generations. You certainly can, 


Only certain wines, then ? and very soon, too.”” 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


‘CLONDON) LIMITED 
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A NEW old-style 
pipe tobacco 
at 4/ an ounce 
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But the Government must resist the temptation to 
more schemes than can be ied with technicians, 
machinery and dollars. At the Government i 
this tiresome limitation ; but now it is i 
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Calmer Days in Italy 


[FROM OUR ROME CORRESPONDENT] 


How Italy stands economically at the end of this year’s 
hot weather, citizens have had an opportunity to infer from 
semi-public controversies between hard and soft money men 
inside the Christian Democrat party ; from brushes between 
the Finance Minister, Signor Pella, and the Social Democrat 
leader, Signor Saragat, followed by cordial handshakes across 
Signor De Gasperi’s desk ; from aspersions upon the govern- 
ment’s energy by the new ECA chief, Mr Leon Dayton, which 
also evaporated beneath the warmth of Signor De Gasperi’s 

» but only to be redirected against the industrialists 
of Italy in general (who have not taken them lying down) ; and 
finally from the spectacle of a national agreement between 
employers and trade unions on dismissals, exactly contem- 
poraneous with a highly painful essay on the “ redimension- 
ing” of the Ligurian heavy industries which have been the 


subject of bitter trade union outcries for years on end 
“ redim . 


ensioning ” is the ministerial euphemism for cutting 
down the redundant staffs of state owned or aided enterprises). 
What the spectator can discern in this rapid alternation of 
antagonisms and appeasements is, firstly, the prevalence in 
some of the sectors of government and cabinet of an expan- 
sionist or Keynesian mood, emboldened by the robust 
counsels of the ECA spokesmen ; secondly a persistent fastidi- 
ousness about suspected inflatio odours on the part of 
Signor Pella, visible guardian ot the Kinaudi tradition ; thirdly 
a Slowly growing disposition to believe that the government’s 
investment programmes do not wholly die on the paper on 
which they are born but have at least a tenuous after-life in 
factory and field (a few hundred peasants on the Sila plateau 
have really been assigned land, and agricultural machinery 
has really, it seems, been produced for them in Turin), so that 
this is not the moment to break up the government front on 
the issue of stimulatory expenditure. The unemployment 
spectre is as big and grim as ever, but the post-Korean rise in 
prices has already dispelled much of the recent gloom in 
textiles, and there is a prospect, sinister in its wider implica- 
tions but grateful at the moment, that heavy industry, includ- 
ing that of Liguria, may find relief in home and international 
armament orders. All things considered, the winds on the 
path of the De ti administration—even those from the 
Communist point of the compass—seem less boisterous than 
in the recent dog days. 


Cures for India’s Poverty—II 


[BY A CORRESPONDENT] 


Moke fertilisers promise the quickest results in improving 
Indian agricultural output ; but only irrigation can protect 
the farmer against the vagaries of the monsoon. Something 
can be done by quite eee lending Government 
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In Central India 6,000,000 acres are being freed from 
Kans, a weed with a 14-inch root and a locust-like gift for 
expansion ; and in almost every state legislation has been 
passed to enable the Government to work land which the 
owner insists on leaving waste. 


There are many other measures which could increase pro. 
duction, but on which so far very little is being done. Hold. 
ings are so fragmented that the farmer’s five acres may be 
spread over half a dozen plots ; consolidation would save 
time, land and labour, and permit fencing. Pests and disease; 
cause a loss of 4,000,000 tons of rice alone a year. Now 
pesticides, fungicides and immune varieties of seed, such as 
rust-free wheat, could reduce this loss enormously. Then 
there are the tens of millions of worthless cattle. The Indian 
cow produces only one-twentieth as much milk as her Danish 
sister, and the plough bullocks of Eastern India are so weak 
that there are never enough of them, though there are more 
to the square mile than anywhere else in the world. Artificial 
insemination and castration of scrub bulls could do more for 
the cow than all its traditional sanctity. 


Old Prejudices and New Methods 


Any change in the way of dealing with cattle, however, 
comes up against the peasant’s deepest beliefs. There can 
be no modernisation of India’s cultivation without a change 
in the attitude of its cultivators. Only more schools and 
better health can give the peasant that activity of mind and 
body which will enable him to take a chance on a new idea— 
hence the priority given by every Government in India to 
rural dispensaries and primary schools with an agricultural 
bias. The Government recognises, too, that no improvements 
or investment of capital in the land can be expected from a 
cultivator who has neither security nor incentive. In the 
old days the tenant would not even manure the land ; to do 
so ensured eviction, to make way for another who would 
pay a higher rent for the extra fertility. Nor did he ever 
dream of spending money on fertilisers, fencing, or a well. 
when the money had to be borrowed at 25 per cent, and 
the landlord took half the extra crop. Inevitably, the land 
grew poorer with every crop. Now, everywhere, this is 
being changed. The Zemindar is being abolished. Rents 
have been reduced to a maximum of one-third, sometimes 
one-quarter of the crop, leases have to be for at least ten 
years, and the tenant can buy his land compulsorily at a 
price fixed by arbitration. 


Money-Lenders’ Extortions 


In the old days, moreover, what the landlord did not take, 
the moneylender did. And the debts were rarely for pro- 
ductive purposes. The peasant knew that wells and stud 
bulls do not pay 25 per cent in a bad year. But when tt 


find the money for those many 
schemes in India—from high dams to agri colleges— 








from 
t for 


| the 


pro- 
lold- 
y be 
save 
Ses 


TEBSES 


SEaBESESFOa as 


nts 


ten 
ta 


aT Se 


Ba? BE. 


~~ 


SlmRSoBae SRS oe 


one 





THE ECONOMIST, November 4, 1950 


British Industry @x 
uses Mouldings 
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These warp beam flanges, 
used in textile production, are moulded 

in a special shock resistant grade of 
BAKELITE material. 


—in BAKELITE Material 


to be sure 


Textile Manufacturers know how to profit by the service- 
able qualities of BAKELITE Plastics —do you? Take these 
strong warp beam flanges, for example; they can be drop- 
Ped on a concrete floor without being damaged. Intricate 
shapes present no difficulty, either, with mouldings. Simple 
or complex, they can be turned out to fine limits quicker 
and cheaper. BAKELITE materials can satisfy industry’s 
Most exacting demands—for production components or 
finished products. Why not go into the details with the 
BAKELITE Technical Staff? 


BAKELITE PLASTICS 


TRADE MARK 





BAKELITE LIMITED - 18 GROSVENOR GARDENS - LONDON - SW 











An Annuity 


will offset reductions in income 


For a man aged 65 (or a woman aged 70) the gross income 
for life from an annuity is over 10% of the purchase money. 


(For residents in some countries payments are exempt rom U.K. tax.) 


Enquire for detaiis at your age 


The Equitable Life 
Assurance Society 


Founded 1762 


19 Coleman Street, London, E.C.2. 


No shareholders No agents No commission 








GOING UP TO TAKE IT DOW 


SCALE IN INDUSTRIAL WATER SYSTEMS can cause any amount of 
trouble. Choked pipes must be dismantled, seized valves freed, and water 
heaters cleaned —there is never any lack of work for the maintenance staff. 
Many of these troubles can be avoided before they start simply by treating 
the water with Calgon (which is Albright & Wilson’s sodium 
metaphosphate). A few parts of Calgon in a million of water will prevent 
scale or stop corrosion. The advice of Albright & Wilson’s Technical 
Service Department is available for the asking. 
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The Problem of Prices 


Aas in economic concern change from month 
to month. Britain no longer broods on the problem 
of the dollar. Instead there is another preoccupation 
shared by most consumers and industrialists and by all 
politicians—the rise in prices. The two things are closely 
connected. High commodity prices have notably helped 
this year to bridge the dollar gap ; in this particular, they 
have largely relieved the sterling area’s back of its 
heaviest burden. But they have added a lot of weight 
elsewhere—rampant inflation in Australia and certain 
colonies, and heavier responsibilities on the United King- 
dom to satisfy the sterling area’s needs. Although modern 
governments prefer to see prices rise rather than fall, 
they become nervous when consumers begin to protest 
at having to pay more. Unfortunately when politics get 
mingled with prices, the results are not always enlighten- 
ing. In his broadcast a fortnight ago, Mr Herbert Morri- 
son did not deny that the cost of living had risen (although 
the official index of retail prices has been scarcely 
affected). He merely declared that under an anti- 
Labour government conditions would have been “ much 
worse.” This would, indeed, be a damning result, 
for of all the Government’s economic attitudes, i 
policies about prices have been least convincing. 
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has succeeded in keeping stable an index which accu- 
rately reflects neither the cost of living nor the level of 
retail prices. The fault does not lie in the index, for that 
performs well the limited job for which ——— 
given prewar pattern of consumption. But the ordinary 


been the 
same way. 
Three factors have been at work during the 
twelve months in a sharp rise in pri _ 
devaluation of the record level of economic 


activity in the United States up to June ; and the more 


largely unchanged the prices of those goods (mainly 
foodstuffs) produced in the ee area but sold almost 
entirely to Britain. The impact of the first. of the 
American boom made itself felt very soon devalua- 
tion. Business activity in the United States recovered 


ocr The scramble 
or materials outrunning ind 
produtied Gee Sila Marae Wie tne tea peices —end 1 


the twelve months, the Government has 
been concerned to limit the rise in the interim index of 
retail prices—to convince » if no else, that 
rising prices were only a 
devalued, the Ministry of 
Opposition to any suggestion i 
prices should be raised. At the annual price reviews 
during the summer, the British negotiators have offered 
no advance on the previous season’s prices, to the dismay 
of suppliers bound by contracts. A wholly different 
policy, however, has been pursued for raw materials, 
many of which are privately. Since adequate 
supplies had to be secured to maintain full employment, 
there has been no escape from paying world prices. Such 
official purchasers as the Ministry of Supply and the 
ission have showed no unwillingness 
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Raw Cotton Commission 

to compete with the rest of the world for raw materials, 
without regard to the fact that raw materials have risen 
far more sharply than food. To limit the rise in the 
index of retail prices, manufacturers have been exhorted 
—if not, indeed, more heavily pressed—to keep their 
own selling prices unchanged. It is an offence against 
modern morals, it seems, to base the prices of manufac- 
tured on the costs of the materials 
that have to be used to make them. 

This reversal of what was once considered sound 
practice—to make the full charge for high cost raw mate- 
rials during period of rising pri had a remark- 
able effect on Britain’s terms of trade. Since devalua- 
tion, the terms of trade have moved sharply against this 
country. That was one of the consequences—indeed one 
of the objects—of devaluation. A deterioration in the 
terms of trade means that a larger quantity of physical 
exports must be sold abroad, compared with fourteen 
months ago, to buy the same volume of imports. Between 
August, 1949, and May, 1950, prices of imports rose 
by 19 per cent whereas export eer 5 
cent. This discrepancy between the trend of import and 


while by a full ro per cent. 
These do not that British exports °° 
being but they are not at odds with 

general level of British export 
could rise perceptibly without cancelling out 
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cheap exports are two aspects of the same phenomenon. 

The trend of wholesale prices shows more clearly the 

combined effect on the British economy of devaluation, 
the American boom and the scramble for commodities 
since Korea. Between August, 1949, and May, 1950, 
the Board of Trade index of wholesale prices rose by 11 
per cent; from May to September the index rose by 
a further 7 per cent. Basic materials alone rose by 25 
per cent in the first period and by a further 31} per cent 
between May and September, a total jump of 643 per 
cent in thirteen months. Intermediate products have 
risen by 20 per cent since devaluation and manufac- 
tures by 7 per cent. This last figure may be compared 
with the average rise in export prices of all manufac- 
tures of 5} per cent. 
_ These index numbers do, at least, suggest that prices 
have been rising. It has, therefore, to be explained how 
it comes about that the interim index of retail prices in 
September was no higher than in May and only 23 per 
cent higher than in August, 1949. The food items of 
the index rose by 74 per cent between August of last 
year and May of this year, but by September they were 
actually calculated to be 2 per cent lower. Since the 
index uses prices as at the sixteenth of each month the 
recent rise in butter and eggs will not affect it until 
October. The decline in retail food prices in July and 
August was ascribed to cheaper vegetables and fruit. 
The clothing items in the index have shown even less 
change. In May the prices of clothing included in the 
index stood at the same level as in August, 1949, and 
by September they had risen by only 12 per cent. 

The Government has thus been successful in keeping 
the retail price index stable, but this advantage has in- 
volved certain costs for the community. A stable index 
has acted as a useful piece of machinery for limiting the 
cost of food subsidies to £410 million a year. To abandon 
the policy of limiting the subsidies at a time when an 
expanded rearmament programme has to be financed 
would be folly. But stabilised subsidies, a stable cost of 
living, and rising world prices are incompatible with a 
stable level of consumption. The Government has no 
alternative to paying higher prices for its food purchases, 
if it wants to maintain supplies. If it pays more, retail 
prices must go up, or the bill for subsidies must be 
increased. There are signs that this predicament is 
realised ; if the British public wants to be spared a higher 
cost of living it must suffer instead a lower level of 
consumption. 
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There is some disposition to blame Korea for all that 
has happened to prices. That is a partial view. The 
effects of devaluation and of the American inflation were 
evident enough nine months ago. An enterprising system 
of bulk purchase prepared to take risks might have been 
expected to buy heavily to obtain adequate supplies of 
food and raw materials in anticipation of rising prices. 
It has always been a favourite argument of the supporters 
of bulk purchase that long-term contracts had particular 
advantages on a rising market. Long before the Korean 
war, prices were rising fast and it might have been sup- 
posed that bulk purchase would have been exploited to 





Prices SIncE DEVALUATION 
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Import Prices | Export Prices - Retail Prices 
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August ........ 135 | 157 | 121 | N99 | 138 | 185 | 113 | Jal 
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the full. But the official buyers seem to have lacked the 
courage of their convictions. They seem to have been 
apprehensive about the rise in prices that had occurred 
since devaluation, and insufficiently alert to the prospects 
of further world inflation. 

In food, as in softwood, the Government has been 
reluctant to face realities in the world markets. _ Its 
obsession with the declared need to keep the retail price 
index stable has led it to hold off the markets in expecta- . 
tion of a fall in prices, instead of stepping in to take 
advantage of the prospective rise. So it is that the British 
consumer pays about the same for rather less imported 
food, and the British industrialist a good deal more for 
about the some amount of imported raw materials. ‘The 
British economy has suffered enough from the distortion 
of relative prices in the last five years to pray to be 
spared the new major distortion that now seems to be in 


progress. 


Business Notes 


The New Funding Loan 


To expect any Chancellor to miss the opportunities 
afforded ty the recent strength in the gilt-edged market would 
be unreasonable. The Treasury has this week ony notice of 
repayment of the remaining {209 million of 2} per cent 
National War Bonds, 1949-51 on February 1st next year, six 
months before the final date. The great bulk of this issue 
(£505 million out of £714 million) had been converted into 
2} per cent Funding, 1956-61 last June. On this occasion, 
cxisting holders Sie Miiced comversion into 3 per cent Fundi 


1966-68, a new stock with a more inviting life to institu 
Investors than the 1956-61 issue. Of the residue of the 
National War Bonds, a major part must be in official hands, 
ee nme ene Commerticn oller is therefore ‘ergety 
assur 


But this automatic aspect of the operation is of secondary 
importance compared with the simultaneous offer of {£250 
million of the new stock for cash at par. The influx of foreign 
money has caused widening ripples in the gilt-edged market, 
and these have imparted particular buoyancy to the three 
per cent twenty-year stocks. Considerable selling of “ shorts ” 
has absorbed the influx of foreign funds, but this has neces- 
sarily left the sellers under-invested. The new Funding Stock 
will be to their convenience, though some would regard the 
terms as half a point on the dear side. On the eve of the 
offer, 3 per cent Savings Bonds 1960-70 stood at 993, inciud- 
ing 10s. accrued interest, and offered a redemption yield of 
£3 1s. 7d. to final date ; and although there may be attrac- 
tions in the narrow spread of redemption dates for the new 
stock that might bring it into the field of 2} per cent Savings 
Bonds, 1964-67 (on Tuesday evening these offered a gross 
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return to final redemption of £2 16s. 6d.), it lacks the latter’s 
attraction of a tax free redemption profit. 


The net result of both conversion and cash operations 
could put the Exchequer in funds to the tune of £200 
million—but only if the public is enthusiastic for the cash 
offer and does not leave any great amount of it to be sub- 
scribed for by the departments. Thus, although the opera- 
tion has the appearance of attempting a permanent mopping 
up of the major part of the recent influx of foreign funds, 
this may not necessarily be its immediate result for it is 
highly probable that the departments will again be playing 
the part of the “ public stag” in the hope of reselling profit- 
ably to the public later on. Even if it were, there 
would be good reason for hesitation before the operation 
could be regarded as an orthodox neutralising action to exor- 
cise the inflationary stimulus of a glut of foreign money, the 
permanent home of which might not necessarily be London 
at all times and under all conditions. The authorities could 
have done all the necessary neutralising by prompter steps to 
sell more short-term debt, had they been so minded. 
things are, the influx has made its mark not there, but in an 
expansion of long-term debt, leaving so much the less room 
for manceuvre if the tide should reverse itself. The terms of 
the issue suggest that the authorities are staking heavily and 
provocatively on the continuance of the gilt-edged boom. 


* * x 


Questions on Monetary Policy 


In this connection, the record rise of £150 million in 
net bank deposits last month provides food for thought. The 
whole of the increase was accounted for by an expansion of 
direct or indirect bank lending to the Government ; bank 
advances, rather surprisingly, showed a small decline. Part 
of the increase in deposits was due to seasonal factors, for 
in every October since the war the Government has been 
a net borrower from the banks. In the period covered by 
the clearing banks’ statement the Exchequer’s above-the- 
line deficit was almost £80 million, and net below-the-line 
expenditure, plus the small deficit on national savings, 
probably added another £20 million of cash needs. Since 
the inflow of hot money and Britain’s continuing surplus 
on current account almost certainly obliged the authorities 
to buy more than {50 million of foreign exchange in 
October, the £150 million rise in deposits—given the absence 
of a disinflationary monetary policy—is readily explained. 

The question that now comes into issue, is whether the 
Government can afford to eschew a disinflationary moneta 

licy much longer. Since the rise in bank deposits in 

tober fell some way short of the apparent increase in the 
Exchequer’s cash needs, the market may be right in its 
surmise that the Government broker has been a small net 
seller of long-term securities in recent weeks. But such sales 
have apparently been directed solely to trimming official 
portfolios of i security holdings that had grown 
ee large. No a effort has been evident to make 
sufficient open market sales to suppress either the tem 
or the permanent factors that have recently been drivi > bank 
deposits higher. The result is that the volume of credit has 
risen by nearly £420 million (or about 7} per cent) in the 
last seven months—a rate of expansion surpassed only at the 
very of the Daltonian credit orgy. It is hardly surpris- 
ing that markets are good and that an issue as intrinsically 
attractive as the Imperial Tobacco unsecured stock should be 
subscribed a dozen times over and establish itself immediately 
at 3 points premium. 

But at one remove behind these issues is the demand for 
real resources, and to industry’s needs must be added those 
of a heavy government investment programme and of rearma- 
ment too. The new Chancellor might recall what 
under similar though more serious conditions in 1946 and 
1947. 
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Tax Exodus 


The City has rightly shown much concern about the 
growing movement of mining companies operating abroad to 
transfer their seat of control and management from this 
country to their place of operation. Last week brought the 
news that Rhokana, Nchanga, Rhodesia Copper Refineries, 
Rhodesian Anglo-American and Rhodesia Broken Hill ar 
moving their domicile to Northern Rhodesia. The motive 
for the move is all too clear and lamentable ; it is to saye 
the companies the whole of the effective weight of British 
taxation. That this should entail the transfer of a group of 
companies with issued capitals of over £20 million is a poor 
advertisement for London as a financial centre. 


Yet the prospective savings are so great that they cannot 
be i - Income tax in Northern Rhodesia is charged 
at 7s. 6d. in the £. Out of every £100,000 of taxable profits, 
Rhodesian tax absorbs £37,500 and the whole of this can 
be offset against United Kingdom taxes. These absorb 
£30,000 for profits tax (if profits are fully distributed) and 
£31,500 for income tax, making a total liability of £61,500 
of which £37,500 is in effect met in Rhodesia and the balance 
of £24,000 paid in British tax. This £24,000 out of every 
£100,000 of profits will in future be saved by the change of 
domicile, so far as the companies are concerned. 


For shareholders resident in the United Kingdom, the 
prospective saving will be smaller. The gross dividends they 
receive in future will still attract total tax at their “ appro- 
priate rate”; moreover, the institutional investor is worse 
off, since he becomes liable for profits tax on the dividends he 
receives. The balance of advantage to each type of share- 
holder depends on the prospective increase in dividends to be 
paid out of tax savings. In the case of Rhodesian Anglo- 
American, preference shareholders may elect to be paid of 
at 22s. and the Rhodesia Copper Refineries’ preference 
dividend is to be raised from 4} to § per cent, 


* x * 
| 


Advantages Real and Apparent 


Such companies will in future show a great reduction 
in tax charges, as Messina has lately done. But it must be 
remembered that this is not all pure gain for shareholders. 
For other reasons it is not certain that a large number of 
other mining concerns will be ready to follow suit. The 
saving in the case of Rhokana and its associates happens to 
be particularly great because its close associate, Anglo- 
American Corporation, is itself a South African company, 
and many Anglo-American shareholders are South African 
residents. They have thus been receiving a return on their 
Rhodesian interests on the worst possible tax terms ; other 
groups may not have so big an incentive to move. 


All such changes in domicile have to be real ; the Inland 
Revenue is stringent in its view of what constitutes the seat 
of control of a company, and the legal precedent of the De 
Beers case of 1906 still stands. The particular point is that 
the board of directors must work and live abroad ; its mem- 
bers cannot live here and purport to do their work overseas. 
To change the domicile of a company, therefore, involves 
awkward decisions for directors. They must either break 
with the company or go out to live with it. Moreover, all 
moves of this kind require the sanction of the Treasury, for 
under the Exchange Control Act of #947 a United Kingdom 
company may not cease to be controlled by persons resident 

Kingdom 


in the United except with the permission of the 
Tr . No doubt such permission would not lightly be 
withheld in present circumstances, but it can hardly be 


regarded as an automatic right. For the longer term, there 
may well be questions of capital supplies and commercial 
relations to take into account. For these reasons, it is perhaps 
not likely that the exodus through the tax net will become 
a rush. 
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THE WESTMINSTER BANK 
can, in many cases, give you an 
immediate reply; or, if the required information is 
notalready available in the extensive and up-to-date 
records of the Foreign Branch, it can very quickly 
be obtained. The provision of reliable confidential 
information as to the reputation of your prospective 
overseas customers is part of acomprehensive service 
which the Westminster Bank provides for those who 
trade abroad. This service is described in a booklet 
which can be obtained without charges at any 
branch. Ask for The Foreign Business Service of the 
Westminster Bank. 


WESTMINSTER BANK LIMITED 
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THE 
STANDARD BANK 
OF SOUTH AFRICA uimitep 


Bankers in South Africa to the United Kingdom Governmen:. Bankers to the Govern. 
ments of ~Southern Rhodesia, Northern Rhodesia, Nyasaland and Tanganyika. 


Capita! Authorised and Subscribed - £10,000,000 
Capital Paid-up - - - - = £5,000,000 
Reserve Fund - - - = = £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €.C.4 


LONDON WALL Branch — 63 London Wall, E.C.2. 

WEST END Branch —9 Northumberland Avenue, W.C.2. 

NEW YORK Agency—67 Wall Street. 
HAMBURG Agency — Speersort, 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 
at all Branches and Agencies. 









A kangaroo is all very well... 


but a prospective settler, a trader or traveller wants more 
information about Australia than the fact that it is the conti- 
nent from which kangaroos come. Current information 
concerning all aspects of life in Australia and New Zealand 
is always available at the Bank of Australasia. Our Booklet, 
** The Answers To Your Questions ”, may be obtained from 
the Bank on request. It contains not only information 
concerning the commercial world but also more personal 
details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
MANAGER: G. C. COWAN 


Head Office: 4 Threadneedle Street, London, E.C.2 
Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House). 








THE 
UNITED COMMERCIAL 
BANK LIMITED 


(Incorporated in India. Liability of Members 1s limited) 
Head Office : 
2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Esq., Chairman. 


6 
AUTHORISED CAPITAL Rs. 80,000,000 
SUBSCRIBED CAPITAL Rs. 40,000,000 
PAID-UP CAPITAL . Rs. 20,000,000 
RESERVE FUND . . Rs. 5,250,000 


With over 80 Branches at the leading centres of 
Industry and Commerce in India, Pakistan, Malaya 
and Burma, The United Commercial Bank is well 
equipped to serve Banks, Commercial Institutions 
and individuals carrying on business with India or 
intending to open connections with that country. 


B. T. THAKUR, General Manager. 
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On November 6th 
1950 


the Colonial and Foreign Department of 

Lloyds Bank Limited will move from its 

present offices at 80 Gracechurch Street to 
new premises at 
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: 6 Eastcheap, London, E.C3. 
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x At the same time its name will be changed and 
* thereafter the Department will be known as the 
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OVERSEAS DEPARTMENT 


LLOYDS BANK 


LIMITED 
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A similar change will be made in the title of the 
provincial Colonial & Foreign Departments. 
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CREDIT 
LYONNAIS 


Limited Liability Company Incorporated in France) 


orice’ 40, LOMBARD ST., E.G.3 
WEST END BRANCH 
25/27, CHARLES II STREET, HAYMARKET, S.W. 
Private Safes for rental at this Office 


TRAVELLERS’ CHEQUES ISSUED IN FRENCH 

FRANCS PAYABLE AT ALL BRANCHES OF 

THE BANK IN FRANCE AND THE FRENCH 
FRANC AREA. 


OVER 1,300 BRANCHES IN FRANCE 


Also nm ALGERIA, BELGIUM, CAMEROONS. EGYPT, FRENCH 
GUINEA. IVORY COAST, LUXEMBURG. MOROCCO SENEGAL 
SPAIN. SWITZERLAND TUNISIA. 


SUBSIDIARY IN BRAZIL : 


BANCO FRANCES E BRASILEIRO S.A. 
RIO DE JANEIRO. SANTOS AND SAO PAULO 


SUBSIDIARY IN PORTUGAL : 
CREDIT FRANCO-PORTUGAIS LISBON AND OPORTO. 


EVERY CLASS OF BANKING BUSINESS 
THROUGHOUT THE WORLD 
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Located at 7, Lothbury, E.C.2, the London Office 
of The National Bank of Australasia Limited brings 
Australia to England and offers a first-class service 
in banking and information for any British house 


wishing to develop trade with Australia. 


The MATPOWAL BANK OF AUSTRALASIA Limited 


7 Lothbury, London, E.C.2 
incorporated in Victoria Established 1858 


Other London offices at Australia House, Strand, W.C.2 and 8 Princes Street, E.C.2 


It happened when he reached out too 
~~ far for a large apple and came down 
from the tree with an almighty crash! 
He couldn’t walk again for months, but 
the accident taught him something. Ly- 
ing in bed while his business expenses 
mounted, he learned the true value of his 
‘General’ Personal Accident Policy. 





Peace of mind costs very little 














so 


re 


acc 
sta 
of | 
bee 
the 









i _A 








JHE ECONOMIST, November 4, 1950 


Bradford Gains its Point 


- After months of deadlock, the Board of Trade has now 
accepted proposals from the wool industry for a non- 
statutory joint advisory committee for the industry in place 
of the statutory development council on which it had hitherto 
been insistent. The outstanding point in the dispute between 
the Board of Trade and the employers has been the need for 
a body clothed with statutory powers. A development 
council imposed on the industry might have had disastrous 
consequences, for the wool industry takes some proper 

ride in its Own Organisation and it was clear that without the 
goodwill of the employers’ organisations the council would 
be ineffective. The explanation for this concession by the 
Board of Trade to agree to a voluntary committee is that the 
unions are supporting the employers’ new proposals. If this 
decision had been taken last summer, it would have been a 
minor concession to the employers’ views, amply justified by 
the need for their co-operation. Coming after months of 
opposition (indhe best Bradford manner) the change of view 
has the quite unnecessary appearance of a volte face. 


The joint advisory committee that is now to be set up will 
provide for joint consultation for the industry as a whole, 
and will advise the Government and the industry on general 
problems. It will exercise certain specific functions about 
training, research and information, but these will mainly 
co-ordinate the work of the special organisations already at 
work in these fields. The employers and the unions will each 
appoint six members to the committee and the Board of 
Trade will appoint three, including the chairman. Except for 
its important difference of status, there will be no material 
distinction between the authority and functions of this Com- 
mittee and those that the abandoned Development Council 
might have been called upon to exercise. 


* * * 


Germany and EPU 


Although last week’s decision by the management com- 
mittee of the European Payments Union not to publish the 
results of the first compensation still stands, the salient facts 
revealed by this first exercise are receiving adequate ventila- 
tion—probably more than if the wiser course of official 
fublication had been followed. The French net credit 
emerging from the compensation of July-September deficits 
and surpluses amounted to $190 million. Since the French 
guota with EPU amounts to $520 million, twenty per cent 
of that quota, or $104 million of the surplus of $190 million, 
was given by France as a flat credit to EPU. Half of the 
balance of $86 million was provided, according to the pro- 
visions of the EPU agreement, in a further credit and the 
other half as a gold payment from EPU. Thus France ended 
the first three months of EPU, holding $147 million as a 
credit balance with the Union and having received $43 
million of gold. 


The German net deficit with EPU was $175 million. Since 
the German quota amounts to $320 million, the settlement 
of the deficit was financed as to $143 million by a German 
overdraft on its EPU credit facilities and as to the balance 
of $32 million by a payment of gold or dollars into EPU. 
The German deficit incurred over the first three months of 

PU was large enough to encroach into the third 20 per cent 
Slice of Germany’s quota. Reports from Paris and Bonn 
suggest that the building up of the German deficit in its 
mMtra-European trade has continued since the end of Sep- 
tember, that the third slice is almost completely exhausted, 
and that Germany could—if it wished—appeal to article 62 
of the EPU memorandum of agreement: 


If . . . a member finds itself running into deficit with EPU 
at a rate and in circumstances which it deems serious in 
view of the state of its reserves, it may suspend on a 
fae basis measures taken by it for the liberalisation 
ol trade. 
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Last week the Ministerial Council of OEEC agreed that 
as from February 1st next, member countries should raise 
the proportion of their intra-European trade freed from 
import controls from 60 to 75 per cent. This, however, is a 
typical “agreement in principle.” The exceptions and 
reservations already threatened will reduce the gains to 
negligible proportions. Germany may be altogether excused 
by the clause of the EPU agreement quoted above. Holland 
has already announced that if Germany cuts its imports from 
Holland that country must be excused from further trade 
liberalisation. France, despite the massive credit already 
built up in its balance with EPU, has announced that it must 
reserve its position on trade liberalisation pending a satisfac- 
tory agreement on international commodity allocation and 
price fixing schemes, Belgium has a reserved list of pro- 
ducts on which price maintenance arrangements must be 
made. So the exceptions go on, until they call into question 
the residual value of what was decided in Paris. 


* * * 


Currency Purge in Poland 


The Polish Government announced last week-end a 
drastic purge of the currency allied to an exchange revaluation 
of the zloty. The move follows significantly the rouble 
revaluation of last year but it outdoes in severity the con- 
sequential measures that were taken in Russia to deflate the 
currency and to reduce prices. The revaluation of the 
exchange will put the rate of the zloty back to its former 
parity with the rouble—that is, it amounts to a revaluation of 
30 per cent. Polish currency is to be purged to the extent 
of 99 per cent of the existing circulation. Old bank notes 
are now being exchanged for new at the rate of 100 to I. 
Bank deposits will be converted at the rate of 100 old zloty 
for three new up to 100,000 old zloty. Larger deposits will 
be converted at 100 to 1. There is no question of blocking 
any part of the old notes or deposits ; they are being com- 
pletely wiped out. 


This differential monetary purge is intended to hit the 
hoarders of notes, notably the peasants, and perhaps to 
provide an added spur in the threat towards collectivisation. 
All wages are being reduced in the ratio of 100 to 3 and 
presumably prices will follow, though not necessarily in the 
same proportion. This violent deflation of the Polish cur- 
rency and the reduction of wages and prices, allied to the 
much smaller revaluation of the exchange with the rouble, 


suggest that the terms of Polish trade with Russia will 


undergo further deterioration. The new currency move must 
therefore be regarded as yet another instalment in the 
economic exploitation of the satellite countries by the Soviet 
Union. 


Stockpiling and Commodities 


The American stockpiling programme has destroyed all 
reason in the commodity markets. In London this week 
tin reached the fantastic price of £1,005 ; twelve months 
ago the controlled price was £750 a ton and that was con- 
sidered much too high. Rubber is now over §s. a lb—the 
highest price since 1912—against Is. Id. a |b last year, 
while wool (64’s) ‘at 202d. a Ib is double last year’s 
level of 103d. a Ib. The size of America’s commodity 
requirements for defence purposes (discussed on page 666 
of last week’s issue) involves a cut in civilian consumption 
either by physical controls or by the rise in prices itself. 
Discussions in London between Britain, the United States 
and other interested countries are groping towards a common 
policy on raw material supplies and defence needs. These 
talks cover a wide range of commodities from wool, rubber 
and tin to sulphur and manganese. 
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It would be unwise to expect a general plan to emerge 
from these talks. The United States has been offered the 
right to preempt certain grades of wool. No such right 
has been offered in rubber. Consequently, the United States 
is curtailing civilian consumption of rubber to build up 
its stockpile. If it is intended that the United States is to 
be the only country of the Atlantic Union to maintain 
strategic reserves of materials, such action may be wise. 
But is it not more desirable that stockpiling should be a 
joint responsibility of all the North Atlantic Treaty Powers ? 
Only by some such combined responsibility can purchases 
be co-ordinated and outrageous prices be avoided. Some 
form of international allocation and some strengthening of 
controls over civilian consumption would no doubt be needed. 
But there would be important gains in stability for commodity 
markets and the scramble for supplies between governments 
and private consumers would present a much less serious 
threat to the success of the Atlantic Union’s aims. 


* * * 


Will Yorkshire Go Short ? 


The Board of Trade made known last week the outline 
scheme whereby the United States will be able to preempt 
supplies of wool for American defence needs. The official 
announcement adds little to the outline of the scheme given 
on page 610 of The Economist of October 14th. It is 
intended that wool will continue to be sold by auction, but 
the types of wool required by the American Government 
would be set aside after appraisal and sold direct to the 
United States. Present knowledge of the scheme does not 
include any suggestion that the United States would buy 
such “ preempted ” wool at any reduction in price. Accord- 
ing to Australian reports, the price would be based on 
the average of prices obtained for similar grades at the 
auctions during each particular month. 


The total quantity of wool thus to be set aside from 
Commonwealth supplies for American needs is put at 100 
million 1b (clean). This represents slightly more than one- 
sixth of the current rate of American civilian consumption 
of wool. The burden of the scheme lies not so much in the 
quantities required as in the qualities. The types of wool that 
the United States wants for uniform cloth are the finer 
merino grades—the very types that Bradford needs for 
making up for export. Hence, it is quite wrong to regard a 
purchase of 100 million lb. of wool from the three Common- 
wealth exporters as representing only 10 per cent of their 
available supplies. The proper comparison is with the much 
smaller total supplies of high grade wools, of which American 
needs would represent as high a proportion as 30 per cent. 

The scheme will thus involve great difficulties for York- 
shire, which will be faced with a shortage of high quality 
wools and high prices. Lower grade wools can be used as 
substitutes to a limited extent. But if Yorkshire is to benefit 
from its hard work of the past few years in developing trade 
with the Canadian and American markets, it must continue 
to export high quality goods. Is it wise and reasonable that 
Yorkshire should be asked to jeopardise its dollar. exports 


in order that the United States can clothe its servicemen in 
the finest merino ? 


* * * 


America to Use Less Rubber 


The United States is to impose a drastic reduction of 
consumption of rubber in November and December in an 
attempt to ease the pressure of American demand on the 
market. The present rate of rubber consumption (natural 
and synthetic) is to be cut by 16 per cent. Natural rubber 
alone is to be cut by 25 per cent in November and by 37 
~ cent in December. No specific cut has been prescribed 
or synthetic consumption, since manufacturers use different 
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proportions of synthetic and natural rubber in different 
ducts, ‘The overriding consideration is that their total 6 
sumption in the last two months of the year must be reduced 
by 16 per cent. 


This is America’s second attempt to restrict rubber cop. 
sumption within three months. The first order, which came 
into force on September Ist, was ineffective because many 
manufacturers were exempted from its provisions on the 
ground that they needed more rubber than the order per- 
mitted them to use. The new directive makes no provision 
for such exemptions. On the other hand, it applies only to 
rubber used for civilian purposes and the use of rubber for 
military purposes will not be restricted. American con- 
sumption of natural rubber has recently been running at 
60,000 tons a month. Hence in November it should be 
reduced to 45,000 tons and in December to 38,000 tons, 


* * * 


British Tank Production 
Tank production in this country has been rising during 
the summer but will not reach the rate planned under the 
rearmament programme until the latter half of 1951. The 
only tank in quantity production, the §0-ton Centurion, is 
being built at the Royal Ordnance Factory at Leeds and by 
Vickers-Armstrongs, Ltd. Most of the extra production will 
come from the ROF plant which has been working well 
below capacity. It is designed and equipped solely for tank 
production, and it is claimed that its specially designed lay- 
out has reduced costs by half, compared with those of other 
producers. It is possible to build tanks in any general engi- 
neering shop, and tank factories, both here and in America, 
are fed with finished components and sub-assemblies and 
merely carry out the final assembly. At Leeds the castings, 
engines, electrical equipment and gear boxes are supplied 
by contractors. The machining of castings and components, 
welding, assembling and testing are done on assembly lines 
within the factory. With special handling equipment and 
some special tools, it has been possible to apply some of the 
principles of flow production to a vehicle of this size. The 
entire production process takes 27,000 man-hours per tank. 
The ROF plant will soon be working to “normal” 
capacity, that is, single shift working with overtime ; some 
time next year it should be working double shift. Its rate 
of output has, however, had to be geared to the capacity of 
contractors to supply components. Manufacturers of elec- 
trical equipment are fully booked with export orders and are 
finding it hard to increase present deliveries to the tank 
factories. To increase the supply of castings would also 
involve difficulty. The turret casting, to take one example, 
weighs 8} tons and can be supplied by about half a dozen 
firms in the country. It would take about nine months for 
these firms to make the necessary arrangements to increase 
their capacity. 
* * * 


Cheap Cottons from Japan 


Lancashire has not lost sight during the past two years 
of the competitive potential of the Japanese textile industry. 
This awkward matter will be prominent in the discussions 
at Torquay, where it is proposed, on the initiative of the 
United States, to accord most favoured nation treatment to 
Japanese trade. Lancashire has had some difficulty in pet 
suading the American textile industry of its anxieties about 
the recurrence of Japanese commercial methods which caused 
such heavy losses before the war. Perhaps the anne 
industry may be on the point of learning something i 
Lancashire’s bitter prewar experience. American [a ; 
statistics, covering the three months between March a 
May of this year, show that the United States importet 
185,400 dozen shirts from Japan at an average cores 
$1.19 (8s. 6d.) a dozen. The average values month by 
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machines — felt's here, there and every- 
where to-day, and there's a Bury Felt 
to suit every common and uncommon 
purpose. Brilliantly attractive or soberly 
utilitorian, Bury Felt in all its ranges and 














BURY FELT MANUFACTURING CO. LTD. HUDCAR MILLS, BURY, LANCS, 
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IN THE SERVICE OF 
THRIFT AND HOME OWNERSHIP 


FOR OVER 100 YEARS 


ABBEY NATIONAL 


RVILOING SOCTETY 
Head Office: ABBEY HOUSE, BAKER STREET, LONDON, N.W.1. 
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ee Poor old Ted— 


and only 335! °° 


°°] wonder how his wife 


will manage ? ee 


It is possible even for the man of 
moderate means, to make adequate provision 
for his dependents through a Scottish 
Temperance Secured Income Policy, which 
provides a generous tax-free income for the 
balance of twenty years as well as a lump 
sum on premature death. Write for further 
details to the Scottish Temperance & 
General Assurance Company, Ltd., Dept. N, 
109 St. Vincent Street, Glasgow. 
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month ranged from a low point of 86 cents (6s. 2d.) a 
dozen in April to a peak of $1.53 (10s. 11d.) a dozen in May. 

The American Bureau of the Census thought it well to 
examine these import entries and checked them with consular 
invoices or with importers. The low import prices were 
proved to be correct. In fact, the analysis revealed that values 


of individual importations ranged from 47 cents (3s. 4d.) to- 


$1.89 (13s. 6d.) a dozen ; British f.o.b. export prices for shirts 

during the same three months averaged £7 13s. 4d. a dozen. 
This difference between the landed cost of Japanese shirts 

in the United States and the British export price is so 


fantastic that it cannot be explained solely by differences in , 


quality and hardly by greater efficiency in the Japanese indus- 
try. Japanese commercial conventions are clearly as potent 
in the destruction of normal trade as they were before 1939. 
Lancashire has for some time been considering how to pro- 
tect itself against competition of the old sort, once the output 
of the Japanese cotton industry approaches its prewar scale. 
At present Japan has only 3,739,000 cotton spindles in 
operation (all ring type) compared with 11,502,000 in 1939. 
It is already making striking use of them. 


* * * 
Rise in Silver 


After isolating itself for a surprisingly long time from 
the inflationary trend of commodity prices, silver has now 
joined in. The quotation in London has risen from 633d. 
to 70d. per fine ounce. This was an automatic adjustment 
to two successive rises in the New York price that have lifted 
silver in that market from 72} cents to 80 cents per fine 
ounce. Domestic demand for silver in New York has been 
rising steadily in the last few weeks and daily turnover has 
increased from an average of about 70,000 ounces to 400,000 
ounces. Yet the price succeeded for a long time in resisting 
this increased demand. This was because a considerable 
amount of silver had been overhanging the market, includ- 
ing some millions of ounces of demonetised Cuban silver and 
an unspecified but considerable amount of Spanish silver. In 
addition, current Mexican production has been accumulating, 
though for some time past the Mexicans have withheld their 
silver from the market anticipating the advent of a higher 
price. 


As soon as the quotation in New York broke away from 
the long-maintained level of 723 cents, the London quotation 
for official silver had to come into line. The Bank of 
England bases its selling price for essential silver on the 
New York parity and the adjustment in the sterling price 
followed automatically. In addition to this official price for 
silver, there is a free market rate for domestic and export- 
able silver. In both cases, however, the free market quotation 
is very near the Bank of England price, the premium being 
no more than }d. to $d. per ounce. Free domestic silver is in 
the main bought by “ non-essential users,” such as the jewel- 
lery trade. The market suggests that the requirements of 
- particular trade are more than met from scrap jewellery 

ver. 

* * * 


Power and Productivity 


A study of productivity in the electric power industry of 
the United States seemed likely on the face of it to be one of 
the less rewarding of the investigations undertaken by the 
Anglo-American uctivity Council. The history, scale, 
and organisation of the British and American electricity indus- 
tries are diverse but their technical resource ought not to be 
more widely different than is justified by their dissimilar back- 
ground. When the team reports in such considerable detail on 
the condition and practice of the American utility under- 
takings, therefore, it has to be asked how far their findings can 
be made to fit the British facts. The American power load 
is bigger, and very markedly concentrated on industry. The 
American worker has the service of six units per man hour, 
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compared with two for the British worker ; his w; 
power at home for refrigeration and for part of eae 


but not for : heating. There is, in consequence, much 
greater equalisation of seasonal and daily loads, particula:\, 
since the industrial demand is commonly spread over two os 


three shift working. 


These differences have important technical consequences: 
year-round maintenance work ; the acceptance of “ hot line” 
working which aids continuity of service and leads to econom 
in capital expenditure ; cheaper transmission systems etecte 
faster than in this country and often in common ownershi 
between power and telephone undertakings ; high standards 
of transformer design ; and smaller turbo-alternators for , 
given capacity. Important differences are also to be found in 
commercial practice ; domestic tariffs and metering are 
designed to encourage demand and to keep costs low. 


\ Some of these advantages might not be so easy to realise if 
e annual load factor of most American power undertakings 
were not 60 per cent, but nearer the 40 per cent in Britain, 
The high load factor clearly provides the economic justifica- 
tion for the larger generating sets, working at higher pressures 
and temperatures, in which the Americans excel. The team 
reports as “ the general opinion of Americans whom we met” 
that full economic recovery in Britain depended on sufficient 
generating capacity to meet “ present and future ” needs, and 
that the industry should have “ priority over any other 
requirement ” for the resources that would be needed. To 
raise British industry to the same standard of electrification as 
American industry in the next decade would mean installing 
650,000 kW of capacity each year over and above what is 
required to catch up'with the present growth of load. This is 
far in excess of what has been installed in recent years, and 
in any case the industry is already burdened with a pro- 
gramme of 73 million kW up to 1953. 

Such a further addition to capacity might be acceptable in 
an ideal world if other calls on resources were not allowed 
to press so hard. But it has little relevance to a condition in 
which the British Electricity Authority’s generating pro- 
gramme has got out of hand and cannot be overtaken until 
the middle ‘fifties. No doubt the wasteful and time-con- 
suming processes of planning new stations, the implicit 
assumption that these must be built like cathedrals, and the 
reluctance to experiment in this country with the “ semi- 
outdoor” type of plant account in large measure for delayed 
construction and increased capital cost. But they are not the 
only ones. The slowness of delivery and high cost of boilers 
and machinery come in for severe comment. Speed of 
delivery by American manufacturers, the team found, was 
largely due to competition between them ; “ there is now in 
Britain an almost complete lack of competition between plant 
manufacturers.” : 


* * x 
Rayon Supplies and Prices 


The recent increase of 12} per cent in British rayon yarn 
prices is the first for three . No further increase 1s 
ed unless competition pulp prices much higher ; 
this is not out of the question, for the only sources of spruce 
pulp are Sweden and Canada and supplies are limited, while 
the high prices of natural fibres are encouraging European 
rayon producers to increase their output. Some European 
producers, including Italy, have idle capacity. Although pulp 
stocks in this try are at present satisfactory, rayon pro 
ducers are not blind to the risk that towards the end of nest 
a ee ay ee by a shortage of raw 
mat . 


British rayon output for the first nine months of the year 
totalled 273 million lb of continuous filament and rayoo 
staple. Monthly output of filament is now about 17 million 
lb, while — output exceeds 15 million lb. No marke 
expansion of supplies is likely. | New capacity is in fu 


operation and there is no reserve. This high rate of operation 
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has partly offset rising costs and price increases have 
been less steep than might otherwise have been the case. 
Expansion of nylon production has also reached the limit— 
British Nylon Spinners’ plant is working close to its rated 
capacity of 10 million Ib a year. 


Producers may have difficulty in meeting the rising demand 
for artificial fibres from their usual customers and also from 
weavers who are increasingly turning to artificial fibres for 
mixed fabrics. Since the bulk of nylon output goes to stock- 
ing manufacturers, the yardage supplies can be increased by 
replacing 30 denier by 15 denier yarn ; the recent freedom 
given to supply thinner stockings to the home market will 
allow such an increase. Rayon producers are getting inquiries 
for rayon staple from Yorkshire wool weavers who have only 
recently been allowed to use rayon in utility wool cloths. 
Cotton weavers will also use as much rayon yarn as they can 


get. 
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More and Bigger Tankers 


Lloyd’s Register statistics of ships under construction 
throughout the world at the end of September reveal an 
increase of 289,224 toris during the quarter, bringing the total 
to 4,839,145 tons gross. The increase arises mainly from the 
inclusion of German figures for the first time since the war 
(172,744 tons) and from an advance of 109,043 tons in 
Great Britain, where 2,046,234 tons are now building. 
Nearly 41 per cent of the world total, and 54 per cent of the 
British total, consists of oil tankers. Tanker building in 
Britain has, in fact, increased by five vessels and 121,553 tons 
during the quarter, although the total number of all ships is 
lower by three. Since September, 1949, there has been a 
marked increase in the number and size of tankers under 
construction. Whereas the total tonnage building has dropped 
by less than §0,000 tons in the twelve months, the number 
of vessels has fallen from 392 to 323. Of this last figure, 


BRITISH CELANESE LIMITED 


The Report and Accounts for the year ended Ist July, 1950, contain the Directors’ recommendation for the payment on 
31st January, 1951, of the following dividends to Stockholders registered at the close of business on 28th December, 1950 :— 


A Participation dividend of 1.7344% actual, less tax, 


respect of the year ended 30th April, 1950, and 


on 73% Participating Second Cumulative Preference Stock in 


A dividend of 10% actual, less tax, on Ordinary Stock in respect of the year ended Ist July, 1950. 
The following details are extracted from the Report of the Directors and audited Accounts for the year ended Ist July, 1950, 


which will be posted to Stockholders on or about 7th November, 


1950. 








ABRIDGED CONSOLIDATED PROFIT AND LOSS ACCOUNT for the Year ended Ist July, 1950 





























1949 
z £ 3 ! 2 £ £ 
Consolidated Net Profit for the Year before Taxation and after charging additional special depreciation 
3,107,673 of £350,000 (Nil in 1948-49)... aa “os ious ies sha aed aa jak on ea 4,102,432 
ae Deduct : Taxation thereon— 
| 530,303 | Profits Tax... scat pea 627,835 
| 1,096,060) United Kingdom Income Tax 1,627,199 
1,626,363 ——— 2,255,034 
250,711 Transfer to Taxation Equalisation Account .., oo . 284,804 
1,877,074 2,539,838 
1,230,599 Consolidated Net Profit for the Year after Taxation i ie hes 1,562,594 
643 Deduct :; Balance retained in the Accounts of Subsidiary Companies 546 
1,229,956 Net Profit for the Year dealt with in the Accounts of British Celanese Limited 1,562,048 
__ 557,459 _ Balance of British Celanese Limited Profit brought forward at 2nd July, 1949 564,771 
42,000 Add : Adjustment relating to previous years ios oid oon iss ine wet aa ioe 500,000 
(The amount shown for 1950 relates to Taxation provisions released on the settlement of 
sundry claims including those for Exceptional Depreciation resulting from the War.) 
— | Less : Transferred to Accumulated Depreciation be a ave eee - eve 500,000 _ 
42,000 <ctinnaai 
599,459 —— 564,771 
1,829,415 ; 2,126,819 
: Deduct : Fixed Dividends on Preference Stocks and Interest on Funding Certificates paid (Jess Income Tax) during — 
50,269 the year es 55 es ea Re ee bin = aaa ae as e ial . 347,12 
184,643 Amount to be applied in the purchase of redemption of Funding Certificates 243,338 
Dividends Recommended— 
32,433 Participation Dividend (less Income Tax) on Second Preference Stock 40,542 
97,299 Dividend (Jess Income Tax) on Ordinary Stock sii’ th, Se Sci 121,623 
664,644 752,631 
1,164,771 1,374,188 
Deduct : Transfer to— * 200.000 
200,000 Piant Replacement and Special Obsolescence Reserve _—— 
400,000 enpo General Reserve ee eee So aay ee 
Balances carried forward at Ist July, 1950— 574.188 
564,771 — mnmene Limited ... ees vas ’ 
ubsidiary Companies— 6.353 
5,710 ‘ ht fi d at 2nd July, 1949 ... oon det Sed ee ma sig. tee vag) ee , 
643 — Sie Go of Net Profit for the year retained in the Accounts of Subsidiary Companies ... 346 6.299 
—_— 6,353 er z 
£571,124 Balance carried forward at Ist July, 1950, in Consolidated Balance Sheet xe = aa bas ie ose io £581,087 
iseteaianlaiomee 


ees 


DEPRECIATION. 


(a) In addition to the normal annual charge, £350,000 has been allocated 


additional allocation provides in full for the undepreciated b 


i i i i ief, including those for Exceptional Dep: 
OE gE Race Bnn ye Nag willy outa moe eee ae sauateaiien to £500,000 which are shown in the Profit and Loss Account as an 


been settled. On this account the Board have released 


adjustment to previous years, and this amount has been allocated to Accumulated Depreciation in re 


ms related. 
Divipenps. 


The Dividend recommended on the Ordinary Stock is very low in relation 
increased dividend is well within a policy of moderation and restraint. 


Lonpon, W.1. 20th October, 1950. 


to Accumulated Depreciation in arriving at the profits for the year; this 


alances of certain Plant items which are now redundant or obsolete. 


reciation resulting from the last world war, have 


spect of the assets to which the Exceptional Depreciation 


to the amount available for distribution and the Directors consider that the 
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orders for export amount to 127 ships of 825,745 tons, the 
highest recorded. 


The value of Lloyd’s Register statistics is enhanced by 
two new tables; one gives details of the registration of 
tankers, while the second gives a more detailed analysis of 
British shipbuilding, distinguishing between ships fitting out 
afloat and those on the stocks or for which material is being 
worked. In addition it shows that plans have been approved 
or material ordered for 127 ships of 831,642 tons, thus bring- 
ing the total under construction and preparing in British 

rds to 2,877,876 tons. It is understood that the industry 

as firm orders on its books for another 434,000 tons gross, 
so that its earlier cares about slacker times are not so pressing. 
Only 438,000 tons were ordered last year, but over 1,000,000 
tons have already been booked this year. Orders for tankers 
continue to predominate ; some 73 per cent of the tonnage 
to be begun consists of tankers. 


* * * 


British Potash Supplies 


Large deposits of potassium chloride recently found by 
Imperial Chemical Industries in the North Riding of York- 
shire promise to provide the first commercial source of potash 
in Britain. Potash is one of the three essential fertiliser 
materials ; the other two are nitrogen and phosphate. Pre- 
liminary borings suggest that the deposits are sufficient to 
last for about 140 years, assuming an annual consumption 
of about 500,000 tons. The fertiliser industry is at present 
wholly dependent on imported supplies, which are bought 
by the Board of Trade. Last year rather more than 420,000 
tons of potassium compounds were imported at a cost of 
£6,800,000. The bulk of the British supplies come from 
France and Germany in almost equal proportions and prices 
have shown a tendency to fall. At least 90 per cent is used 
for fertiliser production, but small quantities are needed for 
explosive fuses, crystal glass and pharmaceutical products. 


A year or two will elapse before ICI can start to draw 
supplies of potassium chloride from the new deposits. These 
are about 4,000 feet deep and the method of extraction will 
probably be similar to the solution technique now being used 
in the Cheshire salt mines. This method avoids both the 
difficulties of mining at this depth and the danger of sub- 
sidence, but a final decision is not likely to be taken before 
boring tests are completed in about twelve months time. 
ICI have been working since 1947 on the site, which is only 
3 5 miles from the company’s big chemical plant at Billing- 

am. 
* * * 


More Wheat for Export 


This year’s wheat harvest in Canada has been good. The 
crop was at first expected to yield 540 million bushels against 
367 million bushels in 1949. The estimate has since been 
reduced to 465 million bushels owing to frosts in Manitoba 
and Saskatchewan. But even this reduced estimate would 
leave room for an export surplus of 425 million bushels—1oo 
million bushels more than last year—compared with the 











Wor_p Export SURPLUSES OF WHEAT 
ai (Million Bushels) _ 











ie 
Exporters | 1949-50 1950-51 

EM: Stato an 36 56 0:6 vn sho +9 40 6a « oa dekai eee: | 742-0 718-0 
DOMMEE = in caawckebbinessdaahswssesih onnyheetenen 326-0 | 425-0 
ALOMRIRD. o.oo 2 cncccecvevevesconcenceceovcesones } 120-8 124-0 
Re ood coca rndee cits excie eces bette, | 194-5 | Iee-8 
PUM 6itcschunswe¥enakbes biu se s6ice wath aceeet 68-0 i 54-4 
PUNE i eet Mant ee ines odend cb babor en 14-8 24-0 
Russia, Danubian and minor countries ............. 16-0 16-0 
Debt ieee a bee: 1,482-1 | 1,550-2 














guaranteed sale under the international agreement of 216 
million bushels. Export surpluses this year in the United 
States, Australia and France are expected to be slightly 
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smaller than in 1949 but export supplies in the Current 
season, estimated by the Corn Trade News at 1,550 million 
bushels, show a prospective increase of 70 million bushels 


Political uncertainty will undoubtedly encourage importers 
and conceivably some exporters to increase their stocks and 
private hoarding may also occur. An additional supply of 70 
million bushels to the world market is not likely to lead to an 
lowering of the export price from the maximum of $1.8 (US) 
or $1.98 (Canadian) fixed under the international agreement 


Shorter Notes 


The Chancellor of the Exchequer revealed in Parliamen: 
last week that rather less than £1,300 million of the £3,471 
million of sterling balances outstanding on June 3oth last 
were held in blocked accounts ; the “ Economic Survey” 
put the value of blocked sterling at the end of 1949 a 
rather over £1,350 million. Since the beginning of the year 
Pakistan has secured the right to withdraw about £34 mil- 
lion from its blocked account and Israel has secured an 
equivalent right for about £10 million. It would thus appear 
that some release rights granted to India and Egypt in 1949 
have not been exercised. - 

The recent increase in the Canadian bank rate has bee 
quickly followed by more selective methods of credit control, 
applying to consumer credit. Under the new regulations, a 
buyer of motor vehicles must pay at least one-third of the 
cash price on delivery. Other goods bought by instalments 
will require a minimum down payment of 20 per cent. In 
all cases payment for goods obtained on the instalment system 
will have to be completed over a maximum period of eighteen 
months. 

* 

The Bristol Aeroplane Company is the second British 
aero engine manufacturer to negotiate a licensing agree- 
ment with the American Curtiss Wright Corporation. A 
similar agreement with Armstrong Siddeley was announced 
a short time ago. These agreements should save the American 
company many years of development work. Unlike its rival, 
Pratt and Whitney, Curtiss has no experience of gas turbine 
engines. 





STATISTICAL SUMMARY 

















Week Ending 
Unit Oct. 21, Oct. 28, 
1950 1950 

Total Ordinary Revenue ...........+. 000 50,776 | 78,808 

Total Ordinary Expenditure .......... 000 83,101 | 43,525 

Issues to Sinking Funds ............. 000 2635 255 

Change in National Debt ............ £°000 + 345,074 — 35,437 

Total National Debt ...........-..6- £ million 26,636 26,602 

Treasury Bills allotted ............0+4 £ million 250 | 250 
Average rate per cent. ....0.e.0e0-005 s. d. 10 2:9) 10 2% 

Oct.26 | Nov.2 

Note circulation ......ecceeeeesseees £ million 1,273 1,275 


' ——- 


SECURITY PRICES AND YIELDS os 





Price | Yield 








Price | Yield 1 
Name of Security Oct. 25, | Oct. 25, Nov. 1, Nov. 1, 
1940 | 1950 1950 1959 
| hae 
Gikt-edgea s. d. | {sd 
3% War Loan 1955-59 ......ccccceeeeecees 104 if 2 Te 1043 2 2 o 
3% Funding 1959-69 ........sceessseeeees |3 0 6) 93 30 8 
% Sav. Bonds 1965-75 ............00eeee 984 (3 2 92 98} :. of 
%, Conv. (after Apr. 1, 1961) ............ 983 (311 1f 9% 3 7 of 
24%, Treas. Stock (after Apr. 1, 1975)....... 736 | 3 8 If 4 3 
%, War Loan (after Dec. 1, 1952) ......... %% 312 6 Bixd 5 1 1 
Rs CAUNOON oo sixsbnw vases tein onwaaiid sant 7. \3 7 10f He 3 oy 
5% Brit. El. 1968-73 ........s.cceeesneees 9} 1/3 2 Sf 9 3 EG 
3% Brit. Tpt. 1978-88.................00.. [3 5 5) Mb 3 8 Oy 
3% Brit. Gas 1990-1995 ...........eceeeeee 93xd 3 5 “i 3 
Anglo-Tranian Oil {1 s.creseesseeceoceses q1¢ 1) | Sst $i : 
Assoc. Electrical {1 ......2.0sseeseeeeeeeee 76/6 |318 5| 76/6 SH e 
fo sssseenensecesecsccseses 41/- | 313 2) 39/2 58 | 
Eh sesscccecsesveeereesees 65/3 |4lll 64/3 Fy 
Imp. Chem. Ind. {1 ...cccceccsseesecssres 42/6 | 414 1| 42/6 (oo 4 
NOMINEES vivinceveersserineccds 541517 0 Sis 5 


(@) To earliest redemption date. () To latest redemption date. (f) Flat yield 
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ELY BREWERY COMPANY, LIMITED 


TRADE FULLY MAINTAINED 
OVER £2,700,000 PAID IN BEER DUTY AND TAXATION IN 3} YEARS 
REORGANISATION NEARING COMPLETION 
MR L. NIDDITCH ON THE OUTLOOK 


The fifty-fourth annual general meeting of 
The Ely Brewery Company, Limited, was 
held on October 12th, at the New Inn Hotel, 
Pontypridd, Mr L. Nidditch, F.F.S.(Eng.), 
FV.i. (chairman and managing director), 
presiding. 

The following is an extract from his circu- 
lated statement : 


I have pleasure in presenting the accounts 
of your company for the fifteen months’ 
period ended on June 30, 1950. I need not 
dwell upon the change in the accounting 
dates, as this has, I think, been clearly ex- 
plained in my circular of March 31, 1950, 
which was sent to all stockholders. 


BOARD OF DIRECTORS 


Before explaining the accounts and giving 
the customary summary of the state of the 
company, it is with regret that I have to advise 
you of the fact that after forty years of close 
connection with your company as solicitor, 
director and one-time chairman, Colonel Sir 
Gerald T. Bruce, K.C.B., C.M.G., D.S.O., 
your vice-chairman, no longer feels able, 
owing to adyancing years, to offer himself 
for re-election to the board of directors. 


It must be deeply satisfying to him to 
retire in the knowledge that the company is 
now once again prosperous and settled in 
calm waters, and that happiness has at last 
been brought into the homes of all its em- 
ployees, who in common with the rest of the 
population of South Wales, suffered so much 
during the bad prewar period as a result of 
errors of judgment and neglect on the part 
of Whitehall, 


_I personally feel bound to express my 
sincere gratitude to Sir Gerald for his friendly 
co-operation and advice in connection with 
occurrences of past years, and I feel sure that 
shareholders will join with me and the rest 
of the board of directors in appreciation of 
his wise counsel at all times and sober solid 
judgment. We wish Sir Gerald all happiness 
and contentment in his retirement. 


The company is now managed by a team 
of men of vigour, experience and vision. The 
average age of your directors is under fifty 
and that of your first ten executives (including 
supervisors) is under forty. The complacent 
attitude usually associated with aged manage- 
ment, however experienced, but reluctant to 

e old ideas, is now a thing of the past 
at Ely, and the task of laying the human 
foundations for future management is one 
which is constantly in the forefront of our 
P g aS we are continually on the alert 
for those signs of talent and temperament 
—. Single out the promising executives of 

uture, 


_As a result of the confidence and responsi- 
placed upon me by your board, when 

ey appointed me chairman and _ financial 
rector, I have found it necessary to restrict 
my other activities considerably in the last 
Wo years, so that I could devote my attention 
an to the task of ensuring the woccess 

company and of preserving the capi 

of all shareholders, including, of course, my 
Therefore, if 
ders will bear with me, I propose to 
Ca full su of the last 3} years, since 
.was appointed chairman, not, I may say, 
without some pride of achievement, which 


pride I delight to share with my colleagues 
on the board, and with all conan ae 
ever their work and status. Future annual 
reports will need no elaboration, and will be 
confined to the minimum explanation of the 
accounts figures. 


PROFIT AND LOSS ACCOUNT 


Our trade for the comparable fifteen 
months has been fully maintained, in fact, 
slightly exceeded—no mean achievement in 
these difficult days. 


Our bottling trade has increased by 30 per 
cent., but, owing to restricted spending power 
in the last year, we found from observation 
that individual drinking was down by about 
20 per cent., drinkers accustomed to four or 
five pints, were satisfied with three or less, 
and in many cases missed a night out, and 
avoided spending more on “treating.” 
Nevertheless, our sales have kept up, because 
we have increased our patronage by 10 per 
cent. to 20 per cent. and thus also consoli- 
dated our goodwill. 


In the year ended March 31, 1947, a peak 
year for all breweries, yout company’s profits 
were £175,410. Changes in the political and 
economic state of the country entirely unfore- 
seen three years ago, together with new statu- 
tory impositions, have now burdened your 
company with an additional annual expendi- 
ture of almost £100,000 compared with the 
year ended March 31, 1948. In addition to 
this, with profits tax raised and pensions, but 
for the strong and realistic handling of the 
reorganisation since 1947 and the loyal service 
rendered by all employees, your company 
might well have suffered a 15 per cent. 
decrease in barrelage sales. Such a decrease 
and meagre liquid position would certainly 
have put the company in the hands of the 
debenture holders once again, wiped out all 
chance of ordinary dividends and resulted 
in a heavy reduction of shareholders’ capital. 


The balance of the trading account for the 
fifteen months at £314,002 is £5,142 higher 
than that for the previous twelve months. 
To interpret this increase in its true per- 
spective, we must, however, bear in mind 
certain pertinent facts. The profits have 
borne £69,500 extra burdens composed as 
follows :— 


EFFECT OF CATERING WAGES ACT 


As a result of the Catering Wages Act, 1948, 
wages for our managed houses rose by a 
further £17,000. The previous year’s figures 
were only partially affected by this Act. 


Increases in wages and salaries of brewery 
employees (including office and increased 
supervisory staff) and cars for senior outdoor 
executives required a further £8,500. 


After. the enforced weakening during 
previous years by quotas and Government 
regulations, we deemed it wise and politic 
to raise the gravity of our beers and give 
more strength and appeal to the palate in 
order to overcome growing consumer resist- 
ance. With the special 3/- imposition, 


additional beer duty on this account amounted 
to £31,000. Owing to the stronger beer pro- 
duced, our expenditure on malt was higher 
and the increased price of coal needs no 
comment from me. We have also been 
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involved in much higher charges for cleanin 
materials which together with sundry mt 
items, amounted to £9,000. 


Reductions in the previous Budgets caused 
us a loss of nearly £4,000 in duty on allow- 
ances, and on stock-in-hand. 

Thousands of casks and new cases have 
had to be purchased, and many thousands of 
those in daily use have had to be repaired. 

In spite of all these impositions and sub- 
stantial increases in costs (not passed on in 
the selling price), we have managed to 
achieve our present profit level, because, by 
means of improved control we have been able 
to save sums amounting to many tens of 
thousands of pounds. During the past three 
and a quarter years we have paid in Beer 
Duty and taxation over £2,750,000. With the 
duty on our turnover of wines and ‘spirits, the 
figure exceeds £3,000,000. 


We have, it is true, been somewhat over- 
taken by general events beyond our control 
and by an official policy not very favourable 
to the trade as a whole. Good intentions and 
good wishes alone do not bear fruit, but our 
figures are a measure of the high administra- 
tive control of your board which together 
with the loyalty and efficiency of your com- 
pany’s employees, has ended the despon- 
dency of the last two decades, during which 
no dividends were available for shareholders. 


ALLOCATION TO ADVERTISING RESERVE 


In view of the fact that during the first 
year of the present Board’s control in 1947 
the profits improved very substantially, it 
was considered policy and essential to adver~ . 
tise with a view to putting the company “ on 
the map ” and the contemplated national sales 
of the company’s special beer ‘‘ Brewer’s 
Own.” Asa result £7,000 was put to Adver- 
tising reserve and increased last year by a 
further £15,000. Your board have decided 
to utilise £12,000 from this reserve which, 
generally, gives a fairer picture of the com- 
pany’s position on its trading account. 


We have tackled our revenue from un- 
licensed tenancies where convenient, which 
has now risen to £4,872 yearly income and 
should reach £6,000 next year. 


We have charged to revenue account all 
items legally allowable on the basis of past 
years. If your board had been less con- 
servative and had chosen for self-satisfaction 
to place certain items to capital to enhance 
profits indicating improved success still more, 
we should have been short of cash by many 
tens of thousands of pounds because of the 
additional taxation involved. In fact, the 
revenue account has borne £110,000 in the 
last three years for various items, half of 
which will never recur and the other half not 
for another eight or ten years. While re- 
organisation and profits have been favourable, 
the assets, and consequently the company, 
have derived benefits of an enduring nature, 
and secure the equity capital, now at 9/11 
per 5/- stock unit, as shown on page 8, by 
simplified analysis. 

I cannot leave the profit and loss account 
without referring to the cash and debenture 
position, when I was appointed chairman in 
February, 1947. In addition to debenture 
debts outstanding at £970,000 in 1946, we 
had then the following pressing liabilities to 
face, not provided for when the debenture 
scheme conversion was rearranged (against 
my advice and in spite of my strong protests : 
that it should be half a million pounds of 
debenture and first preference each and so 
keep the £135,000 cash, parted with too 
lightly). 

£160,000 for excess profits tax. 

£160,000 for Income and Profits Tax. 

£60,000 for repairs and very essential re- 
placements to brewery plant, much of which 
was at danger levels. 


£80,000 for repairing casks and cases and 
replacements. 
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£65,000 for decayed building repairs, roofs, 
guttering, floors and cills, all at danger points. 
£20,000 for floor coverings. 


£25,000 for cellar installations and furni- 
ture. 


£5,000 for replacement of vehicles (mostly 
over ten years in age). 


£100,000 for general repairs and painting. 


Towards all these urgent needs there was 
only £136,000 cash and £182,650 tax reserve 
certificates. 


As you know from my observations in the 
last two years I made a favourable case to the 
revenue to reduce the Excess Profits tax debt 
to £100,000. We issued £69,000 of new 5 
per cent. preference and financed all other 
outgoings, from profits and the Cardiff 
Malting Company cash flotation, and of course 
not overlooking substantial cutting down of 
waste and administrative economies. 


I am pleased to tell you that we have con- 
solidated and greatly improved the value of 
our two largest hotels—The Grand Hotel, 
Port Talbot, and the New Inn Hotel, Ponty- 
pridd—raising the value by about £60- 
£70,000 to the present book value based on 
the 1946 valuation. 


RECENT ACQUISITIONS 


We were fortunate last year in being able 
to acquire the freehold of the Grand Hotel 
at 47 years unexpired lease, at the sum of 
£8,000, and in the case of the New Inn Hotel 
we successfully negotiated the surrender of 
the existing lease with 34 years unexpired 
term and procured a new lease for 99 years 
at an increased ground rent of £140 per 
annum. In both cases after much attention 
to neglected conditions and effecting the 
necessary repairs in line with modern ideas, 
the net profits have risen tenfold as compared 
to 1946-47, although the Catering Wages Act 
has raised their wage roll by over £3,000 per 
annum. 


I refer you to my observations at the top 
of page nine in my review of June, 1947, 
wherein I mentioned that the valuation in 
1946 of fixed assets excluded fifteen short 
leaseholds with less than seven years to run. 
We have renewed the leases of seven of these 
and bought the freeholds of a further five and 
are negotiating at the present with another of 
these fifteen. In the case of two houses we 
allowed the negotiations to lapse owing to 
poor trade and not being justified on the price 
and terms demanded. We managed to 
acquire the freeholds of two other houses in 
place, which were not previously selling Ely 
beers. In the case of these fifteen houses 
alone I estimate that the assets have an 
improved capital value of almost £40,000. 


We have in three years purchased 50 free- 
holds, renewed many short leases to 99 
years and in all reduced the debenture debt 
by £226,050. The latter now standing at 
£623,950 is about half a million pounds 
better secured than when issued, and a 
my personal pressure and initiative since 1945 
has been reduced from a million pounds, for 
which I cannot—being human—do_ other 
than claim due credit. 


TRIBUTE TO EMPLOYEES 

Our profit figures under prevailing con- 
ditions reflect no mean effort by all our 
employees in whose well-being your board 
continues to take a deep and active interest. 
It has become a guiding principle in the 
administration of the oper that sympathy, 
understanding and good human relationships 
are vital to efficient co-operation between 
management and labour. 
be well satisfied with the response we have 
received from our employees, and the loyalty 
given to Mr Colin W. Jones, your general 
manager, and m i 
proud and ul. Sweated labour - 
ditions, which were one of the stains of the 


past record of this company, and on all lips 
in South Wales, is now a thing of the past. 

The wages level of all employees, the bare 
minimum and in fact insufficient numbers 
employed until 1946, especially on the admin- 
istration, supervision and cleaning sides, has 
meant that this company has probably 
suffered the greatest increase in wage roll 
compared to barrelage trade with any other 
established brewery in the country. However, 
in this direction your board are satisfied, 
since a well paid staff must have its advan- 
tages towards prosperity in the end. 


BOARD'S PROGRESSIVE PROGRAMME 


We have overhauled roofs, passages, stair- 
cases, windows, kitchens and the like, thus 
incidentally enhancing the value of our 
properties. It was not possible to attend to 
all our houses at once but in fact we have 
done in three years what was then thought 
would be at least a seven-year job. A pro- 
gressive programme is in hand whereby 
every house, wherever situated, will eventually 
have still better amenities. Our maintenance 
staff is now organised and is always on the 
alert to effect, in a matter of hours, any urgent 
repairs and remedy any break-down in any 
of our houses, to avoid inconveniencing our 
patrons—and so maintain patronage. Ill 
facia boards and sign boards have been 
repainted and brought up to date. 

In the brewery itself and the stores around 
it, we have repaired much worn and derelict 
plant and roofs and made extensions for better 
storage space. We are in course of installi 
conveyor belt systems and have already 
installed a modern automatic cask-washing 
machine to ensure the highest standard of 
cleanliness. A new bottling plant and auto- 
matic labelling machine are now functioning 
We have relined all our vats, mostly with 
copper and overhauled our electrical plant. 
The refrigerating room has been modernised 
and latest type of filters have been installed. 
As a result of my visit to the United States of 
America and invitation to visit a brewery 
there, we believe we are the first in the 
country to instal such a special system of 
heavy arc lighting enabling a special watch 
on every bottle of beer whether dark or light, 
before it reaches the end of the conveyor for 
crating, thus preventing the despatch of 
bottles with cracked necks or containing 
foreign matter. This has saved costs by 
avoiding the return of possibly affected 
bottles and of course inconvenience as well as 
book entries. The public, too, are safe- 
guarded. 

In all we have spent large sums so that our 
houses and the brewery are almost unrecog- 
nisable when compared with their condition 
three years ago. is has resulted in valuable 
improvement of our assets, and possibiliuies 
of increased trading. 

I am also pleased to report that we acquired 
for cash on the open market, during the last 
fifteen months further debenture stock, which 
has been cancelled and is not re-issuable and 
that the amount now outstanding is £623,950. 
Since June we have acquired and cancelled a 
further £7,000 debenture stock. 


BONUS ISSUE 
Owing to the necessity to preserve liquidity 
pending the final settlement of the company’s 
excess profits. tax liability and in view of the 
substantial sums spent on acquiring frecholds 
of existing leascholds, new brewery plant, 


small, or modest, but it is considered by your 
directors that it is more equitable that those 
sharcholders who have invested in the equity 
or “ risk money ” should get the reward, in 
case unforeseen circumstances of the indi- 
vidual compel a sale to procure cash ; this is 
preferable to future shareholders getting all 
the benefits of bonus issues through unde- 
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clared retained profits. Such a small 

too, does not affect the dividend distributio. 
and helps to maintain capital values, We at 
increasing the general reserve b ~ 


£40,000, making in all with the “divi 


equalisation reserve and profit 
balance £313,549. With ide co ~ 
— noms, are £543,000. - 
tra s been fully maintained 

year’s barrelage slightly increased, it rye 
templated, subject to no unforeseen circum, 
stances arising, to pay during next April an 
interim dividend of 33 per cent. for the finan. 
cial year ending June 30, 1951 ; subsequently 
a reasonable final dividend for the year yj 
be considered subject to the trading ani 
final profit results of the year. 


GENERAL 


Although we have no licensed houses at 
present in North Wales, our prosperity ig 
the south is linked with that of the whole of 
Wales. It is, therefore, interesting to note 
that although Wales has long dependej 
primarily upon France for its pitwood, this 
— may well change in the next ten years, 

nder State ownership or control, Wels) 
forests now cover 90,000 acres. Much of 
this has already come into production; jn 
the current year, the target, I understand, js 
about 100,000 tons of pitwood per month, 
and this target is due to be raised. Last year 
a million cubic feet of timber was produced 
in North Wales, of which about two-thirds 
was sent to the mines in the form of pit props 
and general timber. 


STAFF 


I cannot close my review without a fins! 
word of thanks to all members of the staf. 
It is pleasant to be able to report to th 
shareholders that the morale and esprit & 
corps at Ely are excellent, and the board 
acknowledges gratefully and I take special 
personal pleasure in mentioning once again 
the splendid work of Mr Digby T. Leyshon 
our head brewer and Mr O. D. Harrison the 
under-brewer. 

Finally I acknowledge gratefully the ready 
assistance given to me by my colleagues on 
the board. 

The report and accounts were unanimously 
adopted, and at a subsequent extraordinary 
general meeting the proposed bonus issu: 
was approved. The proceedings terminated 
with a cordial vote of thanks to the Chairman, 
directors and staff. 


FINNEYS SEEDS 


The fourth annual general meeting of 
Finneys Seeds, Limited, was held on October 
30th, at 18, St. Swithins Lane, London, 
E.C.4, Mr Ernest Cornwall, the chairman, 
presiding. 

The following is an extract from the chair- 
man’s statement circulated with the repot 
and accounts :— 

The first year of the third century of our 
business records a period of successful trad- 
ing, which I think you will agree is very saus- 
factory. The combined sales of the operating 
companies established a record, and this 33 
all the more gratifying, inasmuch as the 
prices of some of our leading commodities 
were less in the previous year, we 
have had to face increased and fierce com 
petition. Our trade in agricultural seeds 
shows a decided increase, and the business 
in market garden and retail 1. seeds 
has been quite good, and well up to the 
average. 

Two or three months ago it looked 8 
though harvests this year would be bountif 
and probably a record, but whilst -_ 
crops may have received benefit from 
over-abundant rain, this will not be ™ , 
consolation to those who have suffered ee 
loss from crops. iculture ! 
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; leading industry and the country’s 
= fine of defence, and it is the duty of all 
concerned with this basic industry to strive 
19 their utmost to increase production, 

" Jt is always imprudent to prophesy for the 
future, but our sales since our new year 
started on July Ist show, up to the 
present, a very substantial increase over the 
same period last year, and we are well placed 


with stocks of seed for the coming season, 
so that we see no reason why our business 
should not continue to prosper. 

_Our managing directors and their asso- 
Ciates have rendered fine service to the com- 
pany, and we owe them and our personnel 
a deep debt of gratitude for their unremitting 
work and devotion. 


The report was adopted. 





THE AUROCHS INVESTMENT COMPANY 


SIR HAROLD MOORE ON SUBSTANTIAL INCREASE IN PROFITS 
AND DIVIDEND PROSPECTS 


ACQUISITION OF IMPORTANT MANUFACTURING COMPANY IN 
ENGLAND 


MR J. H. WORMELL’S VIEWS ON SOUTH AFRICAN MINING 
INTERESTS 


The twenty-fifth annual general meeting of 
the Aurochs Investment Company, Limited, 
was held on October 25th in London, Sir 
Harold Moore (chairman of the company) 
presiding. 

The chairman said:—Ladies and gentlemen, 
the balance sheet and accounts of the company, 
together with the directors’ report, having now 
been in your hands for some three weeks, I 
assume you will desire that they should be 
taken as read. (Agreed). 

You will have seen from the directors’ 
report, I am sure with great regret, that 
Mr Charles Hughes, a director of your 
company, died on July 21st last. Mr Hughes 
was a delightful colleague who rendered loyal 
and valuable service to the company and we 
greatly miss his genial personality and always 
wise counsel. 

The vacancy on the board has been filled 
by the appointment of Mr J. H. Wormell as 
a director, and we have also co-opted to the 
board Mr William Douglas Gibbs. In due 
course you will be asked to consider the re- 
election of these two gentlemen as directors. 


THE YEAR'S RESULT 


You will see from the profit and loss account 
that the profit before taxation amounts to 
£118,795, a substantial increase on the 
previous year. Nothing has been earned 
during the year in res of underwriting 
commissions, and the whole sum of £118,795 
is derived from lus on investments 
realised, dividends received from quoted 
investments, and a substantial dividend of 
10 per cent. received from our associated 
company in Johannesburg. The company’s 

irs are, as you know, managed by the 
Whitehead Industrial Trust, Limited, and I 
think the result of their efforts during the 
year speaks for itself. ‘ 

Turning to the balance sheet, you will 
observe that in addition to the investment of 
£250,000 in our associated company, the 
Current assets at cost amount to £527,180, 


giving a total of £777,180. Our effective 
capital in ordinary s is £560,000. After 
making very full provision for taxation, 


including taxation on the current year’s 
Profits, there remains a surplus on the 
appropriation account and on capital reserve 
of no less than £104,283, equal to nearly 
20 per cent. on the ordinary capital. 


SATISFACTORY TAXATION SETTLEMENT 
. The increased provision of £34,929 for 
became 


income tax necessary because the 
Inland enue authorities put forward a 
Claim that a new business was commenced 


f 


the present board took over control of 
Company. This claim has been contested, 
I have just learned from our accountents 


the 
and 


that a settlement has been effected with the 
Revenue authorities as a result of which 
some £50,000 of the tax reserve of £119,000 
will not be required. Our revenue surplus 
is therefore increased by a sum of £50,000, 
which becomes an addition to the amount 
available for distribution to the shareholders. 


We are obligated by the Companies Act to 
disclose that our quoted investments at Stock 
Exchange prices on the 31st May last were 
valued at a figure very largely in excess of 
their cost. Our most substantial holding is 
in the shares of Capital Gold and Exploration 
Company, Limited, with widespread mining 
interests in the Union of South Africa and 
the native territories. All these South 
African undertakings are now managed by 
Mr I. H. Wormell, who, before poining up 
with us in South Africa, had a distinguished 
and successful financial career in England. 

You have received from the managers of 
the company a very carefully prepared chart 
in which your interests in the various South 
African companies are fully explained. I had 
intended to tell you somewhat more in detail 
about these companies, but as we are fortunate 
in having Mr Wormell with us today, I am 
proposing to ask him presently to second the 
first of the resolutions and to tell you in his 
own words something of the future prospects 
and present development of the companies 
under his control. 

I have already mentioned that Mr Wormell 
has recently been appointed a director of 
your company. He is also on the board of 
the Aurochs Investment Company (S.A.) 
Limited, of which latter company he is now 
chairman and managing director. You can 
have every confidence that in his capable and 
experienced hands your interests in South 
Africa will be well protected and successfully 


managed. 


THE BOARD’S POLICY 


Now just a word or two about policy. 
When some two years ago a lack of opportunity 
developed in this country, our attention was 
directed to South Africa in which it was felt 
there were great potential possibilities. The 
Whitehead Industrial Trust, Limited, estab- 
lished themselves in Johannesburg and under 
their aegis and with the full approval of our 
shareholders, the Aurochs Investment Com- 
pany (S.A.) was formed, in which our own 
company has a 50 per cent. interest. The 
Aurochs Investment at (S.A.) Limited 
is managed by the tehead Industrial 
Trust (S.A.) Limited, and in its first year 
has made substantial profits and paid a maiden 
dividend of 10 per cent. Our share of this 
dividend, after deduction of the non-resident 
shareholders’ tax, amounted to £23,125, 
which sum appears in ov? profit and loss 
account. 
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A large interest in Capital Gold and 
Exploration Company, Limited, has since 
been acquired by your own company and 
our associated company in South Africa, and 
through the Capital Gold and Exploration 
Company we are now interested in many 
companies actively concerned in exploiting 
and developing valuable mining properties in 
the Union of South Africa and the native 
territories. One of these—the Union Platinum 
Company—has just declared a maiden divi- 
dend of 10 per cent., and others will come 
into the dividend list in due course. We are 
hopeful that all these interests will in time 
produce a substantial and continuing revenue. 


PENDING OFFER TO SHAREHOLDERS 


In the meantime, we are not neglecting any 
opportunities which may arise for the profit- 
able employment of our resources in this 
country. 

In that connection, I think I may be per- 
mitted to tell you that we have just concluded 
negotiations for the purchase of a very 
excellent business involving a sum of £400,000. 
We are not contemplating any further issue 
of ordinary shares to finance this deal; the 
whole amount will be arranged out of our 
existing resources. As soon as the legal 
formalities are completed, which we anticipate 
will be in the near future, the business will 
be taken over by a new company having a 
capital of £400,000 in 8,000,000 ordinary 
shares of 1/- each. We then propose to offer 
to our own shareholders one such ordinary 
share of 1/- in the new company for each 
ordinary share held in the Aurochs Company 
at cost price, which will be approximately 
ls. 1d. per share. 

The issue will be underwritten by the 
Whitehead Industrial Trust, Limited, who 
I gather will be very glad to take any shares 
which our own shareholders do not desire to 
acquire. I may tell you that the accounts of 
the company have been investigated on our 
behalf by an eminent and independent firm 
of accountants, and they certify that the 
profits of the acquired business for the year to 
April 30, 1950, before taxation, were 
£125,779, which, as you will see, is in excess 
of 30 per cent. of the purchase price of 
£400,000. They further certify that the turn- 
over for the first five months of the current 
year, that is to say, since April 30th last, 
shows an increase of 60 per cent. on the 
average turnover figure of the preceding year, 
and they inform us that the directors of the 
company have estimated that the profits for 
the year now current will largely exceed those 
of the previous completed year, and in the 
opinion of these directors they will amount 
to not less than £100,000 for the first six 
months. 

Your directors are hopeful that the results 
for the current year will be entirely satis- 
factory, and that before we come to our next 
annual meeting we shall have reached a stage 
at which we can consider recommending the 
distribution of a substantial dividend. 

The chairman concluded by moving the 
adoption of the report and accounts. 


MR J. H. WORMELL’S REMARKS 


Mr J. H. Wormell, in seconding the 
resolution, said :—Ladies and gentlemen, I 
am grateful to our chairman for having given 
me the opportunity to explain to you, and 
give to you some information on your mining 
interests in South Africa. I have just returned 
from there and, as you know, I am chairman 
of several of the companies in which you have 
interests and I am also a director of your 
company. ; : 

A chart showing your various interests has 
been circulated to you, and, if you will now 
follow me, I will try to indicate and explain 
to you the extent of the interests you have in 
South Africa through your 50 per cent. holding 
in Aurochs Investment Company (S.A.) 
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Limited, and your holding in Capital Gold 
and Exploration Company, Limited. 

The chart you have received has been 
considerably enlarged and is behind the 
chairman ; you will see from this that you 
have a varied investment in all types of base 
metals being exploited in South Africa. 
Yesterday on the Johannesburg Stock Ex- 
change base metal shares were on active 
market. 


CAPITAL GOLD AND EXPLORATION COMPANY 


Through Capital Gold and Exploration 
Company, Limited, you have an interest in 
the activities of Anglo-Rand Mining and 
Finance Corporation, Limited, who in turn 
have an terest in the Union Platinum 
Mining Company, Limited, which company 
has recently taken up an interest in a group 
called Rustenburg Platinum Mines, Limited, 
and this combine now virtually controls the 
whole of the platinum mining industry in the 
Union. -Union Platinum Mining Company, 
Limited, have just declared a maiden dividend 
of 10 per cent. 

Anglo-Rand Mining and Finance Cor- 
poration, Limited, have an interest in Northern 
Transvaal (Messina) Copper Exploration, 
Limited, whose property is adjacent to the 
well-known Messina Copper mine. The 
results so far received from the property are 
extremely satisfactory. 

Anglo-Rand also have an interest in the 
Beatrice Gold Mining Company, Limited, 
who, with its associates, the names of which 
you can see from the chart are known through- 
out the world, have a high reputation for the 
development which they have been carrying 
out. These interests will give your company 
a number of important development and 
subscription rights throughout the Union. 

Through the Leader Mining and Invest- 
ment Company, Limited—the names of its 
associates you will find again are well known 
in the mining world—you have further 
important interests and subscription rights. 

On the other side of the chart, you will see 
your company’s and Aurochs Investment 
Company (S.A.) Limited’s interest through 
the Capital Gold and Exploration Company, 
Limited. This latter company owns a 20 per 
cent. interest in the prospecting company from 
whom Nickel Corporation of Africa have 
acquired a 70 per cent. interest in considera- 
tion of its undertaking to do the development 
of the large territory at Mount Ayliff, Pondo- 
a which approximates some 87 square 
tiles. 


PROMISING NICKEL, COPPER AND COBALT 
DEPOSITS 


Development work is now in progress in 
this area and from the assay results of bore- 
holes made by eminent geologists, there 
appear to be extrcmely promising deposits of 
nickel, copper and cobalt. I would like to 
mention here that the increased prices of 
these base metals should be very helpful to 
our company. Copper which during the war 
was £57 a ton is now £202 per ton; nickel 
during the last three months has increased 
in price from £321 to £386 per ton; and 
cobalt, which is becoming greater in demand, 
is now £1,120 per ton; so you see that in 
these mifié$ we have very valuable deposits. 

The company by its investméht in Capital 
Gold and Exploration Company have an 
interest in the President Lead and Zinc Mines, 
Limited, situate in the Mashardadorp district, 
and also in Consolidated Copper and Lead 
Mines, Limited, and should shortly be bene- 
fiting from these two properties. The former 
is in course of development; the latter has 
commenced production of both copper and 
lead, and from the findings in this area further 
development results also appear to be promis- 


I arn chairman and managing director of 
Nickel Corporation of Africa, Limited, 
Afrikander Proprietary Mines, Limited, Capital 
Gold and Exploration Company, Limited, 
Aurochs Investment Company (S.A.) Limited, 


President Lead and Zinc Aiioat, Ldenbod, ond 
Consolidated Copper and Mines, 
Limited, and I am satisfied from the develop- 
ment that has taken place on all the properties 
over which these companies exercise control, 
that we should be reasonably optimistic that 
success will attend our efforts. 

Prior to my leaving South Africa, I per- 
sonally inspected the principal properties, 
and my inspection has given me complete 
confidence that the view I am putting forward 
is correct and that you have in Capital Gold 
a very promising investment. 


NICKEL CORPORATION OF AFRICA 


As an example of the p: we have 
made to date, the Nickel Personen of 
Africa, Limited, have been granted a licence 
to dispose of the mineralised ore from the 
Insizwa mine and, having been fortunate 
enough to secure the plant and machinery for 
working this property, we can now look 
forward to reasonably good prospects. 

In passing, I would like to mention that 
this plant and machinery has been purchased 
on most advantageous terms, and part of it 
is now in operation. 

I am pleased with my appointment to the 
board of your company as this will give me 
an opportunity of looking after your interests 
in the companies with which I am associated 
in South Africa and in which our company 
is interested. We have some splendid 
personnel working on the mines, mechanical, 
electrical and constructional engineers and 
mine managers. 

In conclusion, I would like to assure you 
that the interests which your company holds 
in South Africa will be watched and most 
carefully safeguarded. 

The resolution was carried unanimously. 

The retiring directors (Mr J. H. Wormell 
and Mr W. D. Gibbs) were re-elected, and 
the proceedings terminated with a cordial vote 
of thanks to the chairman and directors. 


EBONITE CONTAINER 
COMPANY, LIMITED 


SATISFACTORY YEAR 


The twenty-sixth annual meeting of 
Ebonite Container Company, Limited, was 
held on October 25th in London, Mr W. E. 
Smith (chairman and managing director) 
presiding. 

The following are extracts from his cirou- 
lated statement :— 

The parent and subsidiary company have 
experienced a satisfactory year’s trading. 
The financial year ended March 31, 1950, 
was not seriously disturbed by any major 
crisis and although still numerous Govern- 
ment controls eased considerably, thereby 
giving manufacturers some scope to expand 
as desired. The supply position with regard 
to raw materials, plant, etc., improved. Not 
all factors were, of course, in our favour. 
Wages, the price of raw materials, coal, and 
other items continued to rise. On the whole, 
however, your companies not only main- 
tained their position but improved the same. 

The profit of the parent company amounts 
to £40,836. The amount carried forward 
from last year Was £41,076 and after making 
the various provisions and allowing for the 
payment of a final dividend of 124 per cent., 
less tax, making a total of 174 per cent. for 
the year, the amount carried forward is 
£54,562. 

_ Although both companies have spent con- 
siderable sums on new plant, etc., during 
the year, the liquid position remains sound. 
Our factories are working to capacity and 
our order books are in a very sateiaciars 
condition. 

The report was adopted and at a subse- 

uent extraordinary meeting, a resolution for 

¢ payment of a scrip bonus of one new 
ordinary share for every two held was passed. 
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CALCUTTA TRAMWays 
COMPANY, LIMITED 


GROWTH OF REVENUE 


At the general meeting hel 
20th, the deputy-chairman, Mr D Ean 
F.C.A., who presided owing to the recen’ 
death of Sir Geoffrey Clarke, said :h, 
although receipts continued to increase ~~ 

diture was rising more rapidly, Th. 

lance on revenue account after setrin, 
aside £80,000 for future renewals and 1. 
placements amounted to £237,881 compare: 
with £268,736 in 1948, when an addition 
£25,000 was provided for deferred repairs, 


There was a net balance of (49 f. 
distribution, the final divider = : 
ordinary shares making 6 per cent. free 9; 
tax for the year. The net current asse 
had increased from £572,051 in Decemb:: 
1948, to £736,390 in December, 1949. 


The Corporation of Calcutta had the r. 
current right to purchase their undertakin: 
every seventh year on the basis of the averaz: 
annual earnings during the previous sever 
years, the serious shortcomings of whic: 
agreement were that any capital expenditur: 
would be unremunerative for the whole o: 
part of that period and would thus not b 
represented in the computation of the pur- 
chase price, so that such capital expenditu:: 
would be a free gift to the corporation, thy 
extensions and improvements therefore hay: 
to be postponed, that raising new mon: 
would be impossible. 


NEGOTIATIONS WITH GOVERNMENT 


As there was a possibility of the Govern- 
ment forming a transport board the compan; 
had suggested a new and more reasonad!: 
agreement direct with the Government which 
had been well received. He hoped when 
visiting Calcutta shortly to discuss the draf: 
scheme with ministers. It would provid: 
for (1) an extension of the company’s tenure; 
(2) fixing a price acceptable to all parties on 
expiration ; (3) fixing a reasonable return ‘2 
the shareholders during tenure. 


They had commenced production of a new 
type of modern streamlined train which wis 
more suitable for parts of Calcutta with dens: 
population and traffic. There were twenty- 
eight of these trains, to be increased by the 
end of this year to forty. Thirty new 
articulated streamline cars would not be 1 
operation until next year. They would then 
have only twenty-three cars in Calcutta buil: 
before 1926. They were very proud of their 
cars which would bear favourable compat:- 
son with any in the world. They were sti 
awaiting sanction for the purchase of addi- 
tional land at Explanade for the proposed 
re-alignment. 

At their last meeting it was stated that the 
increase of first class fares had led to a big 
swing over of ers to second class, 
owing to the Government refusing to approve 
any increase except in the first class, so tha! 
although total traffic receipts increased ther: 
was a decrease in the number of first class 
passengers of 35 millions, while second class 
passengers increased by 26 millions. Several 
schemes were under consideration for getting 
some of these back to first class. 


The general picture for the first seven 
months of the current year was very similar 
to last year’s. There was considerable ua- 
rest and rioting in the early months, = 
owing to the loyalty and hard work of the 
staff, often at considerable risk, the dama3- 
and loss suffered by the company Ws - 
fined to a minimum. The shareholders owe 
the deputy agent and executive staff a erent 
debt for the way they had looked after & 
undertaking and for the initiative and enter 
prise in overcoming trouble. 


The report was adopted. 
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TRAWLERS GRIMSBY 
LIMITED 


MR J. CARL ROSS ON THE POSITION 


The annual general meeting of Trawlers 
Grimsby Limited was held, on October 25th, 
in London, Mr J. Carl Ross, the chairman, 
presiding. ae 

The following is an extract from his circu- 
jated statement: — 

It is no longer news that every company 
engaged in the fish industry in all its various 
aspects has recently been experiencing 
extremely difficult conditions, the climax 
being reached in May and June after the 
cose of our financial year. It is, however, 
pleasing to report there has been some im- 
provement since that time. ; 

The most serious phase started in Novem- 
ber and December last, when prolific fishing 
resulted in catches being brought to market 
much in excess of requirements. Exce¢ption- 
ally fine weather conditions for the time of 
ihe year were experienced and continued into 
January, February and March, with the re- 
sult that fish which had been frozen and put 
in store by arrangement and in conjunction 
with the Ministry of Food during the sum- 
mer months, to be drawn upon when bad 
weather conditions normally restrict sup- 
plies, were not required. 

The stocks held by your group of com- 
panies have been heavily written down and 
they have also involved us in substantial 
sorage charges. The position generally has 
also been aggravated by excessive Ministry 
of Food imports of frozen fish and unres- 
icted direct imports of foreign-caught fish 
into our ports and inland markets. The posi- 
ven in regard to these stocks has improved 
considerably during recent weeks. 

These conditions are reflected in our con- 
solidated profit and loss account for the year 
ended March 31, 1950. The trading profits 
of the group amount to £217,854, as against 
£355,578 for the previous year. This includes 
exceptional trading profits amounting to 
sme £10,000. rovision for taxation is 
£29,449, against £112,696 last year. 


DIVIDEND DECISION 


Of the net profit, amounting to £26,411, 
the sum of £187 represents profits attribut- 
able to outside shareholders of subsidiary 
companies, With the amount of £35,436 
brought forward from last year there is avail- 
able £61,159 ; of this sum, the fixed dividend 
on the preference stock for the six months 
© March 31, 1950, takes £3,080, and the 
interim dividend of 10 per cent., less tax, 
£10,266. It is proposed to transfer £10,000 
to general reserve and to carry the balance 
remaining, £37,813, to next year. 

It is hoped that imports of fish will be 
regulated by the Fish Industry Board 
recently set up by the Government, but 
meanwhile distant water fishing vessel 
owners in the ports of Grimsby and Hull 
have inaugurated a development scheme de- 
“gned to improve the quality of fish landed. 
This scheme came into operation on Sep- 
tember 1, 1950. 

_As anticipated, the release of controls on 
‘n€ Maximum price of fish has brought about 
a big improvement in the quality of fish 
sanded. There is now best quality fish 
wvailable to suit every purse, although, quite 
naturally, plaice, halibut, soles and a few 
cther kinds will inevitably be expensive to 


buy as they cannot be produced in large 


quantities, 

Whilst trading results to date this year do 
not compare at all favourably with the same 
petod last year, it is hoped that there will 

in the later months of the current year a 
fadual and sustained improvement. With 
''s widespread interests your company is well 
Placed in the fish industry, and your direc- 
‘ots face the future with confidence. 

Teport was adopted. 
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COAST LINES LIMITED 
RESULTS OF A DIFFICULT YEAR 


The thirty-seventh annual ordinary general 
meeting of Coast Lines Limited was held on 
October 19th in London, Captain A. R. S. 
Nutting, O.B.E., M.C.. the chairman. pre- 
siding. 

The following is an extract from h.s circu- 
lated statement : — 

e net profit, subject to taxation, of 
Coast Lines Limited, and its subsidiary com- 
panies, for 1949 amounted to £684,616, 
which is £170,000 less than the figure of 
the previous year. This reduction in profits, 
of which £75,000 arises from the increased 
charge for depreciation, is caused principally 
by the constant increases in costs and 
charges which the shipping industry has to 
bear. The profit of the group, less taxation, 
amounts to £210,917, of which £8,540 is 
attributable to outside shareholders in subsi- 
diary companies. 

Our cross-channel services continue to 
show on the whole satisfactory results. The 
coastal and continental trades have had a 
successful year but there has been some de- 
cline in the general cargo trades. In road 
transport our companies have had another 
satisfactory year. 

The taxation charge against profits in the 
accounts, computed on the fiscal basis which 
does not recognise the imperative need to set 
aside moneys to replace assets at greatly 


enhanced prices, absorbs over one-half of the - 


profits. It is this aspect of the fiscal policy 
pursued by the Chancellor of the Exchequer 
which will have such serious consequences 
for the whole of the citizens of this country. 

We can face the future firm in the assur- 
ance to be derived from a soundly-based 
business, strengthened by the diversity of its 
interests. 

The report was adopted. 





NORTH KALGURLI (1912) 
LIMITED 


CONSIDERABLE IMPROVEMENT 


The annual general meeting of North 
Kalgurli (1912) Limited was held in London 
on October 26th. 

Mr C. T. Ley (the chairman), in the 
course of his speech, said: In September, 
1949, the price of gold rose from £10 15s. 
to £15 9s. 10d. per ounce Australian cur- 
rency. This event was, of course, of great 
importance to our company. During the 
last three months of the year the effect was 
considerably to improve the appearance of 
our profit and loss account. 

The first eight accounting periods of the 
year yielded a surplus of £52,595 and the 
jast five £142,667. After meeting all charges, 
including taxation, there remains a sum of 
£76,335 out of which we are recommending 
paying a dividend of Is. per share, less tax, 
and a bonus of 3d. per share, less tax, 
amounting to £37,812, leaving £38,523 to be 
carried forward. 

The mine now has a continuous length of 
a mile and a half. A great part of it has 
still to be developed but from indications 
obtained by drilling recently undertaken our 
ore reserves should before long show a great 
improvement. 

ee general manager, Mr A. A. McLeod, 
writes: — The ore reserves were estimated 
at January 4, 1949, as 2,153,000 long tons 
and again more recently at January 3, 1950, 
at 2,359,498 long tons; recent indications 
enable me to say with confidence that in the 
next few years this estimate will be substan- 
tially increased and a life expectation of a 
further 20 years is not unduly optimisuc. 

In spite of troubles we still believe there 
is a bright future in store for the industry. 

The report was adopted. 
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ALLIED INDUSTRIAL 
SERVICES, LIMITED 


RECORD OUTPUT 


The 16th annual general meeting of 
Allied Industrial Services, Limited, was held 
eon October 27th at Bradford, Mr W. H. 
Rhodes, C.B.E., the chairman, presiding. 


The following is an extract from his 
review included with the accounts for the 
12 months ended June 30, 1950: 


The general output of our factories has 
again been in excess of any previous period. 
Expenditure on buildings and plant was 
approximately £51,000 and a sum of £25,000 
was estimated for capital commitments at 
June 30, 1950; as a result of these outlays, 
we have made and are making some addi- 
tions to factory and storage space and to 
plant. In view of the present cost of build- 
ings and machinery, it may be noted that our . 
main buildings were erected and equipped 
in the six years prior to 1939 ; these, together 
with all our other buildings, have been well 
maintained. The amounts allocated to 
general and other reserves will be found in 
the directors’ report. 


The net profit amounts to £168,265 and 
the sum of £200,655 is available for alloca- 
tion. 


Concerning the present year, output to 
this date (October 4, 1950) is fully main- 
tained ; on the other hand the prices of our 
basic raw materials have risen very consider- 
ably during the last few months and there 
is still a scarcity in the supply of some of the 
products we require. Thus, with these facts 
im mind, I consider it somewhat unlikely 
that results for the present 12 months will be 
at the same satisfactory level as during the 
year under review. 


The report was adopted. 





BENNIS COMBUSTION 
LIMITED 
SATISFACTORY RESULTS 


The fifteenth annual general meeting of 
Bennis Combustion Limited was held on 
October 30th, at Bolton, Mr Thomas Hough 
(chairman and managing director), presiding. 

The following is an extract from his cir- 
culated statement: 

We have achieved a level of profit during 
the past year which has only once been 
exceeded during the company’s history, and 
I feel sure you will agree that the results 
before you are very satisfactory. 

We have been allocated four large high- 
pressure water tube boilers for a power 
station in the 1953 and 1955 programmes of 
the British Electricity Authority ; these entail 
a year or so of preparatory work, credit for 
which will only be revealed in our figures at 
some future date. 

The management, both techn.cally and 
commercially, of Bennis Mechanizations 
Limited, has been considerably improved, 
and altogether the prospects are very 
promising. 

Coming to your other subsidiary, viz., 

axon Engineering Company Limited, all 
has turned out as we expected ; the company 
has made considerable progress during the 
last 12 months and is well equipped to under- 
take the substantia] orders on its books. 

The final dividend of 10 per cent. for the 
year was declared on September 22, 1950. 
Income tax and profits tax have continued at 
the same high level. After making a pro- 
vision of £39.631 for this item we are allowed 
to retain the balance of £24,586 from our 
earnings, out of which we have to make our 
reserves and provisions for the future and 
pay our dividends. 

The report was adopted. 
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mixture, hydrogen is left. Lightest of all the elements, hydro- 
gen occurs free in nature in volcanic gases, but exists in the 
atmosphere to the extent of only one part in a thousand. 
Combined with carbon it is present in nearly all animal and 
... ts the kind of ee vegetable tissues. The high proportion of hydrogen in ordin- 

= ary coal gas is due to its release from the organic matter from 
person who reads 


which coal is formed. Industry uses hydrogen for many 
Th purposes. Some of the vegetable oils used in the manv- 
List 


facture of margarine require hardening by chemical com- 
bination with hydrogen. This is done before they are 
incorporated in the final blend of fats of which margarine 
is made. Hydrogen is used in welding and in extraction 
iiidieiid drdetalieias wpttie aah, of metals. 

. Thousands of tons are needed every month by I.C.I. for 
making synthetic fertilisers. It is used in the production of 
petrol from creosote oil and coal, for making industrial 
alcohols and as a constituent of urea, one 
of the most important raw materials in 
plastics manufacture. All these, as well as 
hydrogen itself, are produced at the Bill 
ingham works of I.C.I. 
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